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DIRECT TELEPHONE NUMBER: 615/370-3380

November 15, 2013

Melanie Hill, Executive Director

Health Services and Development Agency
502 Deaderick Street, 9 Floor

Nashville, Tennessee 37243

RE: Filing of CON Application; Establish a 20 bed SNF Unit at the Hospital
Shelby County Health Care Corporation, d/b/a The Regional Medical Center at Memphis
Request for Consent Calendar

Dear Mrs. Hill:
Attached is an original plus two copies of the referenced Application plus affidavit and filing fee.

On behalf of the Applicant, I respectfully request this Application be placed on the Consent
Calendar, as the approval of this project should not impact existing facilities in the county for the
following reasons: (1) the requested beds (20) would result in an increase of only 0.5% of the
total beds in the County; (2) the patients we will serve are our own hospital patients who cannot
be placed in existing facilities; (3) the overall bed need in Shelby County is for 5,094 beds by
2016, and there are only 3,934 beds available at the present time; (4) by converting an existing
patient area at our hospital, we are able to modify the physical plant for limited funds, making
the transition to nursing home very feasible from a financial standpoint; and (5) the ability of the
Applicant to transfer skilled patients into skilled beds will result in an overall savings to the
hospital by decreasing the cost of care for these patients.

Thank you for your consideration of this matter. Please contact me if you need further
information.

Sincerely,

& Lstan Sobern,

.-—F/

E, C;na/hmn Baker, Jr.
/np



CERTIFICATE OF NEED
APPLICATION

For

ESTABLISHMENT OF A 20 SKILLED BED NURSING UNIT

by

Shelby County Health Care Corporation,
d/b/a Regional Medical Center at Memphis
877 Jefferson Avenue
Memphis (Shelby County), Tennessee 38103

STATE OF TENNESSEE
HEALTH SERVICES AND DEVELOPMENT AGENCY
502 Deaderick Street
9™ Floor
Nashville, Tennessee 37243
615/741-2364

FILING DATE: November 15,2013
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SECTION A: APPLICANT PROFILE

HOY 15713 oviy

1. Name of Facility, Agency or Institution

Shelby County Health Care Corporation 901/545-7928
Name Phone Number
877 Jefferson Avenue Shelby

Street or Route County
Memphis. N 38103

City State Zip Code

2. Contact Person Available for Responses to Questions

E. Graham Baker, Jr. Attorney

Name Title

Weeks and Anderson oraham(@orahambaker.net
Company Name e-mail address

2021 Richard Jones Road. Suite 350 Nashville. TN 37215

Street or Route City State Zip Code
Attorney 615/370-3380 615/221-0080
Association with Owner Phone Number Fax Number
3. Owner of the Facility, Agency, or Institution

Shelby County Health Care Corporation 901/545-7928
Name Phone Number
877 Jefferson Avenue Shelby

Street or Route County
Mempbhis. TN 38103

City State Zip Code

4. Type of Ownership of Control (Check One)

A. Sole Proprietorship F.  Governmental (State of Tenn.

B. Partnership or Political Subdivision)

C. Limited Partnership G. Joint Venture

D. Corporation (For-Profit) H. Limited Liability Company

E. Corporation (Not-for-Profit) X I.  Other (Specify)

PUT ALL ATTACHMENTS AT THE BACK OF THE APPLICATION IN ORDER AND REFERENCE
THE APPLICABLE ITEM NUMBER ON ALL ATTACHMENTS. See Atfachment A.4.



SECTION A:

APPLICANT PROFILE

Please enter all Section A responses on this form. All questions must be answered. If an item does
not apply, please indicate "N/A". Attach appropriate documentation as an Appendix at the end of the
application and reference the applicable Item Number on the attachment.

Section A, Item 1: Facility Name must be applicant facility's name and address must be the site of the
proposed project.

Response: The Applicant is Shelby County Health Care Corporation, d/b/a, Regional Medical Center at
Memphis, 877 Jefferson Avenue, Memphis (Shelby County), Tennessee 38103, filing this application for
a Certificate of Need for the establishment of a twenty (20) skilled bed nursing unit. This SNF unit will
be operated as a department of the hospital.

Section A, Item 3: Attach a copy of the partnership agreement, or corporate charter and certificate of
corporate existence, if applicable, from the Tennessee Secretary of State.

Response: The requested documents for the Applicant are included in the application as Attachment A.4.



Section A, Item 4: Describe the existing or proposed ownership structure of the applicant, including
an ownership structure organizational chart. Explain the corporate structure and the manner in
which all entities of the ownership structure relate to the applicant. As applicable, identify the
members of the ownership entity and each member's percentage of ownership, for those members with
5% or more ownership interest. In addition, please document the financial interest of the applicant,
and the applicant's parent company/owner in any other health care institution as defined in Tennessee
Code Annotated, §68-11-1602 in Tennessee. At a minimum, please provide the name, address, current
status of licensure/certification, and percentage of ownership for each health care institution
identified.

Response: The Applicant is Shelby County Health Care Corporation, d/b/a, Regional Medical Center at
Memphis, 877 Jefferson Avenue, Memphis (Shelby County), Tennessee 38103, filing this application for
a Certificate of Need for the establishment of a twenty (20) skilled bed nursing unit. This SNF unit will
be operated as a department within the hospital.

See the following chart:

Shelby County Health
Care Corporation,
d/b/a
Regional Medical
Center at Mempbhis




Section A, Item 5: For new facilities or existing facilities without a current management agreement,
attach a copy of a draft management agreement that at least includes the anticipated scope of
management services to be provided, the anticipated term of the agreement, and the anticipated
management fee payment methodology and schedule. For facilities with existing management
agreements, attach a copy of the fully executed final contract

Please describe the management entity's experience in providing management services for the type of
the facility, which is the same or similar to the applicant facility. Please describe the ownership
structure of the management entity.

Response: The Applicant, also doing business as The MED, is self-managed. However, it is considering
the possibility of hiring a management entity for the SNF unit. Discussions have taken place between
The MED and outside management entities that specialize in managing such units. However, no
decisions have been made either to have an outside management company, or if so, which one. With that
said, The MED is furnishing a draft management contract as Attachment A.5, which contract would serve
as a basis for developing such a contract in the future, if necessary. In addition, the Projected Data Chart
for the SNF unit includes an expense of $90,000, which is thought to be a reasonable amount for such a
contract if executed. Obviously, if The MED decides to self-manage the SNF unit, this expense would be
deleted.



Section A, Item 6: For applicants or applicant's parent company/owner that currently own the
building/land for the project location, attach a copy of the tide/deed. For applicants or applicant's
parent company/owner that currently lease the building/land for the project location, attach a copy of
the fully executed lease agreement. For projects where the location of the project has not been
secured, attach a fully executed document including Option to Purchase Agreement, Option to Lease
Agreement, or other appropriate documentation. Option to Purchase Agreements must include
anticipated purchase price. Lease/Option to Lease Agreements must include the actual/anticipated
term of the agreement and actual/anticipated lease expense. The legal interests described herein must
be valid on the date of the Agency's consideration of the certificate of need application.

Response: The Applicant is located on an 18.55 acre site in downtown Memphis. The original lease
between the Applicant and Shelby County began in 1981, and is for 50 years. Appropriate documents are
included as Attachment A.6.
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5. Name of Management/Operating Entity (If Applicable) ;'"-jj-}
i3
Please see note on Page 5 .
Name :m,
Street or Route County
City State Zip Code

PUT ALL ATTACHMENTS AT THE BACK OF THE APPLICATION IN ORDER AND REFERENCE
THE APPLICABLE ITEM NUMBER ON ALL ATTACHMENTS. Please see Attachment A.5.

6. Legal Interest in the Site of the Institution (Check One)

A.  Ownership D. Option to Lease
B.  Option to Purchase E.  Other (Specify)
C. Leaseof_50_ Years X

PUT ALL ATTACHMENTS AT THE BACK OF THE APPLICATION IN ORDER AND REFERENCE
THE APPLICABLE ITEM NUMBER ON ALL ATTACHMENTS. See Attachment A.6.

7. Type of Institution (Check as appropriate--more than one response may apply.)
A. Hospital __ X I Nursing Home (add SNF unit to hosp) __X_
B. Ambulatory Surgical J. Outpatient Diagnostic Center -
Treatment Center (Multi-Specialty) K. Recuperation Center
C. ASTC L. Rehabilitation Facility
D. Home Health Agency M. Residential Hospice
E. Hospice N. Non-Residential Methadone
F.  Mental Health Hospital Facility
G. Mental Health Residential O. Birthing Center
Treatment Facility P. Other Outpatient Facility
H. Mental Retardation Institutional (Specity)
Habilitation Facility (ICF/MR) Q. Other (Specify) _add SNF unit X
8. Purpose of Review (Check as appropriate--more than one response may apply.)
A. New Institution H. Change In Bed Complement
B. Replacement/Existing Facility (Please note the type of change
C. Modification/Existing Facility by underlining the appropriate
D. Initiation of Health Care response: Increase, Decrease
Service as defined in TCA § Designation, Distribution,
68-11-1607(4) Conversion, Relocation) X
E. Specify _add SNF unit to hospital X I. Change of Location
F. Discontinuance of OB Services J. Other (Specify) _add 20 bed SNF X
G.  Acquisition of Equipment unit as department of hospital




9. Bed Complement Data

Please indicate current and proposed distribution and certification of facility beds.

Response:
TOTAL
Current Beds Staffed Beds Beds at
Licensed CON* Beds Proposed Completion

Medical 420 124 420
Surgical (Orthopedic) 6 6 6
Long-Term Care Hospital
Obstetrical 45 45 45
ICU/CCU 61 61 61
Neonatal 69 69 69
Pediatric
Adult Psychiatric

Geriatric Psychiatric

Child/Adolescent Psychiatric
Rehabilitation 20 10 30 30
Nursing Facility (non-Medicaid Certified)

. Nursing Facility Level 1 (Medicaid only)

Nursing Facility Level 2 (Medicare only)
Nursing Facility Level 2 (dually-certified) 20 20
ICF/MR

Adult Chemical Dependency
Child & Adolescent Chemical Dependency

Swing Beds

Mental Health Residential Treatment

CH® RO FOZEFRASNDOMEBUOD R

Residential Hospice

TOTAL 621 10 335 20 _651**

* CON Beds approved but not yet in service

% The Applicant will be licensed for 631 hospital bed as soon as the approved additional 10 rehab
beds are licensed, which should be prior to the hearing on this project, and that number will not
change. The addition of 20 SNF beds will increase total licensed beds at The MED to 651. Also, due
to the Linton Rule, all 20 SNF beds will be certified as both Medicare and Medicaid.
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10.

11.

12.

Medicare Provider Number _will be applied for
Certification Type Nursing Home

Medicare Provider Number 440152
Certification Type Hospital

Medicaid Provider Number _ will be applied for
Certification Type Nursing Home — Level II

Medicaid Provider Number NPI# 1144213117
Certification Type Hospital

If this is a new facility, will certification be sought for Medicare and/or Medicaid?

Response: This is an existing hospital, but the facility will be adding a new SNF unit to be operated as
a department of the hospital. While this is the initiation of a new service at the hospital, the Applicant
will continue to provide care for both Medicare and Medicaid patients, and certification will be sought
for both Medicare and Medicaid for this 20 bed SNF unit. All SNF beds will be skilled beds, and due to
the Linton Rule, all SNF beds will be dually-certified. It is anticipated that 50% of the SNF patients will
be Medicare, and the remaining 50% will be uninsured patients. If some of the uninsured patients later
become eligible for Medicaid, they will be certified as such.

13.

Identify all TennCare Managed Care Organizations/Behavioral Health
Organizations (MCOs/BHOs) operating in the proposed service area. Will this
project involve the treatment of TennCare participants? Yes If the response to
this item is yes, please identify all MCOs/BHOs with which the applicant has
contracted or plans to contract. Discuss any out-of-network relationships in
place with MCOs/BHOs in the area.

Response: We have TennCare contracts with UHC/AmeriChoice, Blue Care and TennCare Select.
These contracts will not change as a result of this project.

The Applicant will contract with any new MCOs that provide services in the area.

Please see Attachment A.13 for a map showing which MCOs are available in the State.



NOTE: Section B is intended to give the applicant an opportunity to describe the project and to discuss
the need that the applicant sees for the project. Section C addresses how the project relates to
the Certificate of Need criteria of Need, Economic Feasibility, and the Contribution to the Orderly
Development of Health Care. Discussions on how the application relates to the criteria should
not take place in this section unless otherwise specified.

SECTION B: PROJECT DESCRIPTION

Please answer all questions on 8 1/2” x 11” white paper, clearly typed and spaced, identified correctly
and in the correct sequence. In answering, please type the question and the response. All exhibits and
tables must be attached to the end of the application in correct sequence identifying the questions(s) to
which they refer. If a particular question does not apply to your project, indicate “Not Applicable
(NA)” after that question.

L Provide a brief executive summary of the project not to exceed two pages. Topics to be
included in the executive summary are a brief description of proposed services and equipment,
ownership structure, service area, need, existing resources, project cost, funding, financial feasibility
and staffing.

Response: Shelby County Health Care Corporation, d/b/a The Regional Medical Center at Memphis,
877 Jefferson Avenue, Memphis (Shelby County), Tennessee 38103 (“Applicant” or “The MED”),
owned and managed by itself, is applying for a Certificate of Need for the establishment of a twenty (20)
skilled bed nursing unit to be licensed as nursing home beds and operated as a department of The MED.
The requested beds are subject to the FY 2013-2014 pool of nursing home beds authorized by T.C.A. §68-
11-1622. Due to the Linton Rule, all beds will be certified for both Medicare and Medicaid. There is no
major medical equipment involved with this project. No other health services will be initiated or
discontinued. It is proposed that the Applicant will serve Medicare, Medicaid, commercially insured, and
private-pay patients, and the Applicant will be licensed by the Tennessee Department of Health. The
estimated project cost is anticipated to be approximately $300,000.00, including filing fee.

It is proposed that the Applicant will renovate an existing twenty (20) bed unit in the Adams Building on
the hospital campus. This unit is now being utilized as a twenty (20) bed rehab unit, which will soon
move to Turner Tower as approved under CN1208-037A. This existing space currently meets all
licensure requirements for nursing home care, and will be painted to freshen up the space, and some new
moveable equipment (beds, tables and chairs) will be purchased.

The Applicant’s primary service area is Shelby County. Approximately 88.5% of the Applicant’s
patients who originate in Tennessee were from Shelby County in 2011, according to the JAR for that
year. The MED provided 68,095 inpatient days to Tennessee residents in 2011, with 60,247 originating
from Shelby County. With that said, the Applicant also provided care to patients from 31 total counties
in Tennessee in 2011, and patients from at least 10 other states came to the Applicant for care in 2011. In
addition to the 68,095 patient days provided to Tennessee residents, 22,677 inpatient days were provided
to residents of other states, bringing the total inpatient days to 90,772. While this data emphasizes the
“regional” nature of the Applicant’s service area, for Tennessee purposes, Shelby County is our primary
service area.
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Population Estimates for Shelby County and State of Tennessee

(Total and Aged Population)

State/County 2013 2015 2013-2015 | 2013Pop. | 2015 Pop. | 2013-2015
Population | Population | Change % 65+ % 65+ Change

Shelby 956,126 970,591 1.5% 10.8% 11.3% 6.1%

Tennessee 6,414,297 | 6,530,459 1.8% | 14.10% 14.70% 5.8%

Source: Population Estimates and Projections, Tennessee Counties and the State, 2010-2020,
Office of Health Statistics, Bureau of Health Informatics, Tennessee Department of Health.

In addition, please note other population characteristics of Shelby County, as compared to the State of
Tennessee, in the chart below:

Selected Population Estimates for Shelby County and State of Tennessee

State/County 2010 Pop. |2010 Pop. | 2010 Pop.
% Below | Per Capita | Median
Poverty Income Household
Level Income

Shelby 20.1% $25,470 $46,102

Tennessee 16.9% $24,197 $43,989

Source: State and County QuickFacts, U.S. Bureau of Census (See Attachment B.IL.B for more
data).

As reported on Joint Annual Reports for existing county facilities, nursing homes in Shelby County have
operated 82.6%, 83.8%, and 84.5% for 2009 through 2011, respectively. At least two facilities have
decreased facility bed counts since the filing of the 2011 JARs, and one facility has surrendered its
license. Civic Health and Rehab Center was licensed for 147 beds, and its license expired on July 1,
2013. Bright Glade Health and Rehab Center decreased its bed count from 81 to 77 beds on July 1, 2013,
and Grace Healthcare of Cordova decreased its bed count from 284 to 240 beds on July 1, 2013. Taking
these bed losses into consideration, the occupancy rate for Shelby County Nursing Homes would increase
from 84.5% to 88.7% for 2011. With these decreases, there currently exist 3,974 nursing home beds in
Shelby County, with a need for 5,094 beds by 2016.

The actual “need” for nursing home beds is of little consequence for this project, since The MED has to
provide care for skilled nursing patients within existing hospital beds, which are more costly. It is
anticipated that all of the patients in this new SNF unit will be referred by the hospital. Moving skilled
patients into a SNF unit on campus will result in a cost savings to the hospital, even though the SNF unit,
itself, may well experience higher expenses than revenue. As such, the Applicant will experience a
positive cash flow with the implementation of these SNF beds, even though the SNF unit itself may
experience a negative cash flow. Attachment B.IA is a letter explaining why we need to transfer SNF
patients from hospital beds to SNF beds.
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A study of hospital discharges indicated the Applicant would have no problem in operating a 20 bed SNF
unit at a high utilization rate. In September, 2013, an internal study was conducted which analyzed
hospital discharges within the previous fiscal year. The twelve month data included a total of 15,435
total discharges from July 1, 2012 to June 30, 2013. Discharges associated with MDC 14 & 15,
pregnancy and childbirth, were discarded and the study focused on the remaining 7,100 discharges.
Within this number, a total of 572 different zip codes were represented, and zip codes with in excess of
100 discharges were analyzed. The resultant 18 zip codes showed that the vast majority of our patients
originate from Shelby County, with the majority of those cases being in the downtown area. The study
showed a need for 20.03 SNF beds for the top zip codes, and a total of 35.1 SNF beds (at full occupancy)
for all discharges. Again, the analysis revealed that the majority of bed need is based on neighborhoods
surrounding The MED, in particular, Downtown, Midtown, Whitehaven, Bellevue/McKenire, Frayser
and North Memphis.

We project having 16, 17, and 18 patients in Years 1 through 3, respectively.

In addition, the statutory 125 nursing home bed “pool” has not been overutilized during the past ten
years. While 1,250 new beds have been authorized (10 years x 125 beds), only 734 have been approved.
Note that at the time of submission of this application, 20 beds are pending in an application that has been
submitted but not yet heard by the HSDA. Therefore, even if the additional 20 beds are approved, there

remain ample beds (a total of 75 beds) from the pool to approve this project.

See following chart:

Statutory Nursing Home Bed Pool

Fiscal Year Approved
2013-2014 30%*
2012-2013 90
2011-2012 68
2010-2011 92
2009-2010 21
2008-2009 76
2007-2008 125
2006-2007 85
2005-2006 64
2004-2005 83

Total 734

*additional 20 beds pending at time of writing
Source: HSDA Website

This is a clear indication that facilities are applying for these beds only when it is felt the beds are needed
— not just because the beds are available. Such is the case with this particular application.

Finally, the approval of this project should not impact existing facilities in the County. First, the
requested beds (20) would result in an increase of only 0.5% of the total beds in the County. Second, the
patients we will serve are our own hospital patients who cannot be placed in existing facilities. Third, the
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overall bed need in Shelby County is for 5,094 beds by 2016, and there are only 3,934 beds available at
the present time. Fourth, by converting an existing patient area at our hospital, we are able to modify the
physical plant for limited funds, making the transition to nursing home very feasible from a financial
standpoint. And fifth, the ability of the Applicant to transfer skilled patients into skilled beds will result
in an overall savings to the hospital by decreasing the cost of care for these patients.

Funding for the project will be through cash reserves. The implementation of this project is financially
feasible, since the only implementation costs involve relatively minor administrative costs, painting an
existing 20 bed unit, and purchasing new moveable equipment (beds, tables, chairs). The cost of this
project compares very favorably to recent nursing home applications that have been filed with the HSDA.
A chart prepared by the HSDA and provided later in this application indicates that the median
construction cost per nursing home bed (new construction) in 2009 through 2011 was approximately
$167.31 per GSF, and total construction was approximately $165.00 per GSF.

The total cost per bed for our project is approximately $15,000, most of which is equipment costs. The
total cost per square foot is $17.75 (16,910 GSF divided by total implementation cost of $300,000).

It is anticipated that 50% of the SNF patients will be Medicare, and the remaining 50% will be uninsured
patients. If some of the uninsured patients later become eligible for Medicaid, they will be certified as
such.

Nursing staffing is readily available, as all nurses are currently on staff. This project will merely shift
skilled patients (and nursing staff) from hospital beds into a separate SNF unit.

Attachment B.IILA.1 shows that The MED is bounded by Jefferson Avenue, N. Pauline Street, Madison
Avenue, and N. Dunlap Avenue. The site is downtown Memphis, close to 1-240 and is readily
accessible ta patients, family members, and other health care providers. Public transportation is
available.

Plot Plan and proposed footprints are included as Attachments B.IIL.A.1 and B.1V.
Increasingly, the Applicant is unable to place med/surg patients into appropriate SNF facilities. Existing
nursing facilities are reluctant to accept referrals of patients who have little or no ability to pay for such

care. As a result, the implementation of this new SNF unit by the Applicant will have no negative impact
on area SNFs.
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IL. Provide a detailed narrative of the project by addressing the following items as they relate to
the proposal.

A. Describe the construction, modification and/or renovation of the facility (exclusive of major
medical equipment covered by T.C.A. § 68-11-1601 et seq.) including square footage, major
operational areas, room configuration, etc. Applicants with hospital projects (construction
cost in excess of $5 million) and other facility projects (construction cost in excess of $2
million) should complete the Square Footage and Cost per Square Footage Chart. Utilizing
the attached Chart, applicants with hospital projects should complete Parts A.-E. by
identifying as applicable nursing units, ancillary areas, and support areas affected by this
project. Provide the location of the unit/service within the existing facility along with
current square footage, where, if any, the unit/service will relocate temporarily during
construction and renovation, and then the location of the unit/service with proposed square
footage. The total cost per square foot should provide a breakout between new
construction and renovation cost per square foot. Other facility projects need only
complete Parts B.-E. Please also discuss and justify the cost per square foot for this
project.

If the project involves none of the above, describe the development of the proposal.

Response: This project involves the implementation of a 20 bed SNF unit, to be operated as a unit of the
hospital. The hospital currently operates a 20 bed rehab unit in the Adams Building, and that unit is
scheduled to move to the Turner Tower very shortly. It is anticipated that the rehab unit will have moved
prior to the hearing on this SNF project. The rehab space will be renovated to accommodate the SNF
unit.

There is no construction for this project. The existing space will merely be painted, and new beds, tables
and chairs brought into the space.

Funding for the project will be through cash reserves. The implementation of this project is financially
feasible, since the only implementation costs involve relatively minor administrative costs, painting an
existing 20 bed unit, and purchasing new moveable equipment (beds, tables, chairs). The cost of this
project compares very favorably to recent nursing home applications that have been filed with the HSDA.
A chart prepared by the HSDA and provided later in this application indicates that the median
construction cost per nursing home bed (new construction) in 2009 through 2011 was approximately
$167.31 per GSF, and total construction was approximately $165.00 per GSF.

The total cost per bed for our project is approximately $15,000, most of which is equipment costs. The
total cost per square foot is $17.75 (16,910 GSF divided by total implementation cost of $300,000).

Attachment B.IV shows the footprint of the space where the SNF unit will be located.
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B. Identify the number and type of beds increased, decreased, converted, relocated, designated,
and/or redistributed by this application. Describe the reasons for change in bed allocations and
describe the impact the bed change will have on the existing services.

Response: It is proposed that the Applicant will renovate an existing twenty (20) bed unit in the Adams
Building on the hospital campus. This unit is now being utilized as a twenty (20) bed rehab unit, which
will soon move to Turner Tower as approved under CN1208-037A. This existing space currently meets
all licensure requirements for nursing home care, and will be painted to freshen up the space, and some
new moveable equipment (beds, tables and chairs) will be purchased.

The actual “need” for nursing home beds is of little consequence for this project, since The MED has to
provide care for skilled nursing patients within existing hospital beds, which are more costly. It is
anticipated that all of the patients in this new SNF unit will be referred by the hospital. Moving skilled
patients into a SNF unit on campus will result in a cost savings to the hospital, even though the SNF unit,
itself, may well experience higher expenses than revenue. As such, the Applicant will experience a
positive cash flow with the implementation of these SNF beds, even though the SNF unit itself may
experience a negative cash flow. Attachment B.1A is a letter explaining why we need to transfer SNF
patients from hospital beds to SNF beds.

A study of hospital discharges indicated the Applicant would have no problem in operating a 20 bed SNF
unit at a high utilization rate. In September, 2013, an internal study was conducted which analyzed
hospital discharges within the previous fiscal year. The twelve month data included a total of 15,435
total discharges from July 1, 2012 to June 30, 2013. Discharges associated with MDC 14 & 15,
pregnancy and childbirth, were discarded and the study focused on the remaining 7,100 discharges.
Within this number, a total of 572 different zip codes were represented, and zip codes with in excess of
100 discharges were analyzed. The resultant 18 zip codes showed that the vast majority of our patients
originate from Shelby County, with the majority of those cases being in the downtown area. The study
showed a need for 20.03 SNF beds for the top zip codes, and a total of 35.1 SNF beds (at full occupancy)
for all discharges. Again, the analysis revealed that the majority of bed need is based on neighborhoods
surrounding The MED, in particular, Downtown, Midtown, Whitehaven, Bellevue/McKenire, Frayser

and North Memphis.

We project having 16, 17, and 18 patients in Years 1 through 3, respectively.
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C. As the applicant, describe your need to provide the following health care services (if
applicable to this application):

Adult Psychiatric Services

Alcohol and Drug Treatment for Adolescents (exceeding 28 days)
Birthing Center

Burn Units

Cardiac Catheterization Services

Child and Adolescent Psychiatric Services
Extracorporeal Lithotripsy

Home Health Services

Hospice Services

10.  Residential Hospice

11. ICF/MR Services

12.  Long-term Care Services

13.  Magnetic Resonance Imaging (MRI)

14.  Mental Health Residential Treatment

15.  Neonatal Intensive Care Unit

16.  Non-Residential Methadone Treatment Centers
17. Open Heart Surgery

18.  Positron Emission Tomography

19.  Radiation Therapy/Linear Accelerator

20 Rehabilitation Services

21.  Swing Beds

o0 SOLE (O NS LA 1D

Response: N/A, as no new services will be provided.

D. Describe the need to change location or replace an existing facility.

Response: N/A.
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E. Describe the acquisition of any item of major medical equipment (as defined by the Agency
Rules and the Statute) which exceeds a cost of $1.5 million; and/or is a magnetic resonance
imaging (MRI) scanner, positron emission tomography (PET) scannmer, extracorporeal
lithotripter and/or linear accelerator by responding to the following:

1. For fixed-site major medical equipment (not replacing existing equipment):
a. Describe the new equipment, including:
1 Total cost; (As defined by Agency Rule).
2. Expected useful life;
3. List of clinical applications to be provided; and
4 Documentation of FDA approval.

b. Provide current and proposed schedules of operations.

Response: N/A.

2% For mobile major medical equipment:
a. List all sites that will be served;
b. Provide current and/or proposed schedule of operations;
c. Provide the lease or contract cost.
d. Provide the fair market value of the equipment; and
e. List the owner for the equipment.

Response: N/A.
3. Indicate applicant’s legal interest in equipment (i.e., purchase, lease, etc.) In the
case of equipment purchase include a quote and/or proposal from an equipment

vendor, or in the case of an equipment lease provide a draft lease or contract that at
least includes the term of the lease and the anticipated lease payments.

Response: N/A.
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II1.

(A) Attach a copy of the plot plan of the site on an 8 1/2” x 11” sheet of white paper which
must include:

Size of site (in acres)
Location of structure on the site; and

Location of the proposed construction.

&= @ =

Names of streets, roads or highway that cross or border the site.

Please note that the drawings do not need to be drawn to scale. Plot plans are required for all

projects.

Response:

1. The size of the medical complex approximates 18.55 Acres. Please see attached plot plan
(Attachment B.IILA.1).

2. Please see Attachment B.IILA.1. This attachment indicates the location of the existing buildings
on the site. The existing 20 bed rehab unit is located in Adams Building, but rehab will soon
move to Turner Tower, and the vacated space will be utilized for the 20 bed SNF unit.

3s There is no proposed construction, as normally intimated by this question, as the space already
exists. There will be minor renovation costs (painting the space), and purchase of moveable
medical equipment (beds, tables, chairs).

4, Attachment B.III.A.1 shows that The MED is bounded by Jefferson Avenue, N. Pauline Street,

Madison Avenue, and N. Dunlap Avenue. The site is downtown Memphis and is readily
accessible to patients, family members, and other health care providers. Other hospitals are
located nearby. This attachment also shows that other providers even own plots of land located
within this block.

(B) Describe the relationship of the site to public transportation routes, if any, and to

any highway or major road developments in the area. Describe the accessibility of
the proposed site to patients/clients.

Response: Attachment B.IILA.1 shows that The MED is bounded by Jefferson Avenue, N. Pauline
Street, Madison Avenue, and N. Dunlap Avenue. The site is downtown Memphis, close to [-240 and is
readily accessible to patients, family members, and other health care providers. Public transportation is
available.
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IV.  Attach a floor plan drawing for the facility which includes legible labeling of patient care
rooms (noting private or semi-private), ancillary areas, equipment areas, etc. on an 8 1/2” x 11” sheet

of white paper.

NOTE: DO NOT SUBMIT BLUEPRINTS. Simple line drawings should be submitted and need not be

drawn to scale.

Response: Please see Attachment B.IV for a footprint of the proposed facility. This facility can
accommodate 20 SNF patients. It is anticipated that there will be 8 private rooms and 6 semi-private

rooms in this unit.

V. For a Home Health Agency or Hospice, identify:

1.

Response: N/A.

Existing service area by County;

2. Proposed service area by County;
3.
4
5

A parent or primary service provider;

. Existing branches; and

. Proposed branches.
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SECTION C: GENERAL CRITERIA FOR CERTIFICATE OF NEED

In accordance with Tennessee Code Annotated § 68-11-1609(b), “no Certificate of Need shall be
granted unless the action proposed in the application for such Certificate is necessary to provide
needed health care in the area to be served, can be economically accomplished and maintained,
and will contribute to the orderly development of health care.” The three (3) criteria are further
defined in Agency Rule 0720-4-.01. Further standards for guidance are provided in the state
health plan (Guidelines for Growth), developed pursuant to Tennessee Code Annotated $68-11-
1625.

The following questions are listed according to the three (3) criteria: (I) Need, (II) Economic
Feasibility, and (III) Contribution to the Orderly Development of Health Care. Please respond to
each question and provide underlying assumptions, data sources, and methodologies when
appropriate. Please type each question and its response on an 8 1/2” x 11 white paper. All exhibits
and tables must be attached to the end of the application in correct sequence identifying the
question(s) to which they refer. If a question does not apply to your project, indicate “Not
Applicable (NA).”

QUESTIONS
NEED
1. Describe the relationship of this proposal toward the implementation of the State Health

Plan and Tennessee’s Health: Guidelines for Growth.

a. Please provide a response to each criterion and standard in Certificate of Need Categories
that are applicable to the proposed project. Do not provide responses to General Criteria
and Standards (pages 6-9) here.

Response: Please see Attachment Specific Criteria.

Further, the State Health Plan lists the following Five Principles for Achieving Better Health, and are
based on the Division's enacting legislation:

1. The purpose of the State Health Plan is to improve the health of Tennesseans;
The MED has been serving patients since 1936, and continues to this day. Many changes have been
made at the hospital, and more are planned, including this project. The MED’s goals are consistent with
the State Health Plan, and this project will improve the health of Tennesseans.

2. Every citizen should have reasonable access to health care;
The MED accepts all patients who present for care, irrespective of their ability to pay.

3. The state's health care resources should be developed to address the needs of Tennesseans

while encouraging competitive markets, economic efficiencies, and the continued
development of the state's health care system;
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The development of services at The MED has always been the result of attempts to meet the needs of
Tennesseans. In today’s competitive market, patients are drawn to more modern facilities. This project
will result in improvement of both services and the physical plant in which to provide those services.
Therefore, the approval of this application will enhance the “development” of health care services in the
proposed service area.

4. Every citizen should have confidence that the quality of health care is continually monitored
and standards are adhered to by health care providers; and

Tennessee is fortunate to have an excellent licensing division of the Department of Health. The Board of
Licensing Health Care Facilities provides standards for and monitoring of licensed health care providers.
This Applicant is fully licensed by the Department of Health and is certified by Medicare, Medicaid
(TennCare), the Joint Commission on Accreditation of Healthcare Organizations (JCAHO, most recent
survey 06/08/2011), and the Commission on Accreditation of Rehabilitation Facilities (CARF, muost

recent survey 11/01/2009).

5. The state should support the development, recruitment, and retention of a sufficient and
quality health care workforce.

The Applicant is committed to providing safe working conditions for its staff and continuing education to

its staff. The MED serves as a clinical rotation site for the UT Schools of Medicine and Nursing and
other Allied Health Professional Schools. The MED is a member of THA, AHA, TNPath, and NAPH.

b. Applications that include a Change of Site for a health care institution, provide a response
to General Criterion and Standards (4)(a-c).

Response: N/A.
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2. Describe the relationship of this project to the applicant facility’s long-range development
plans, if any.

Response: From a historical point of view, the Applicant has not enjoyed financial success in the past as
other hospitals in Memphis improved their respective campuses and added services. Following a brief
period of time when a management company was brought in, a new senior administration was hired
recently (2010) to oversee the improvement of both the physical plant and to enhance patient services at
the facility. Both the management company and new senior management have been able to cut expenses,
streamline processes, rework contracts, enhance the quality of services, and improve the financial
viability of The MED. A CON was recently approved for a major renovation of Turner Tower, including
the addition of operating rooms dedicated to outpatient surgery. The hospital’s burn unit is under
renovation, and another CON application was approved for the establishment of a long term acute care
hospital to be located on campus. This CON project is the next phase of planned improvements to the
campus in an effort to further improve both the quality of services being provided to our patients, and our
physical plant. At present, there is no formally-adopted long range plan, but several areas of the campus
continue to be studied by senior leadership, key department heads, and the Board of Directors.

3. Identify the proposed service area and justify the reasonableness of that proposed area.
Submit a county level map including the State of Tennessee clearly marked to reflect the
service area. Please submit the map on 8 1/2” x 11” sheet of white paper marked only with
ink detectable by a standard photocopier (i.e., no highlighters, pencils, etc.).

Response: The Applicant’s primary service area is Shelby County. Approximately 88.5% of the
Applicant’s patients who originate in Tennessee were from Shelby County in 2011, according to the JAR
for that year. The MED provided 68,095 inpatient days to Tennessee residents in 2011, with 60,247
originating from Shelby County. With that said, the Applicant also provided care to patients from 31
total counties in Tennessee in 2011, and patients from at least 10 other states came to the Applicant for
care in 2011. In addition to the 68,095 patient days provided to Tennessee residents, 22,677 inpatient
days were provided to residents of other states, bringing the total inpatient days to 90,772. While this
data emphasizes the “regional” nature of the Applicant’s service area, for Tennessee purposes, Shelby
County is our primary service area.

Please see Attachment C.Need.3 for a map of the service area.
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4.

Response: Our proposed service area is Shelby County. The projected population for the next 4 years,

A. Describe the demographics of the population to be served by this proposal.

according to the TN Department of Health, is as follows:

In addition, U.S. Census Bureau data for the U.S., State and Shelby County is supplied as Attachment
B.IL.B. This attachment shows that whereas 14.2% of the 2012 Tennessee population was over 65, only
10.8% of Shelby County population was aged. Per capita annual income in Shelby County was $25,470
from 2007 - 2011, whereas Tennessee had an average per capita income of $24,197 for the same
reporting period. Median household income for 2007 — 2011 for Shelby County totaled $46,102, and
comparable income for the State was $43,989. Finally, 16.9% of Tennesseans live below the poverty

2013
2014
2015
2016

956,126
963,097
970,591
976,726

level, whereas 20.1% of Shelby County residents live below the poverty level.

See chart below:

Selected Demographic Estimates for Shelby County/Tennessee
(Source: U.S. Census Quickfacts)

Population Estimates for Shelby County and State of Tennessee

Demographics Shelby Co. | Tennessee U.S.
65+ 10.8% 14.2% 13.0%
Per Capita $ $25,470 $24,197 $27,334
Household $ $46,102 $43,989 $51,914
Below Pov. Lvl 20.1% 16.9% 13.8%
Pop/Sq. Mile 1,216 154 87.4
Home Owners 60.8% 69.0% 66.6%
White 42.9% 79.3% 72.4%
Black 52.8% 17.0% 12.6%

(Total and Aged Population)

State/County | 2013 2015 | 2013-2015 [ 2013Pop. | 2015 Pop. | 2013-2015

Population | Population | Change % 65+ % 65+ Change
Shelby 956,126 | 970,591 15% | 10.8% 11.3% 6.1%
Tennessee 6,414,297 | 6,530,459 1.8% | 14.10% 14.70% 5.8%

Source: Population Estimates and Projections, Tennessee Counties and the State, 2010-2020,
Office of Health Statistics, Bureau of Health Informatics, Tennessee Department of Health.
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In addition, please note other population characteristics of Shelby County, as compared to the State of

Tennessee, in the chart below:

Selected Population Estimates for Shelby County and State of Tennessee

State/County 2010 Pop. |[2010 Pop. |2010 Pop.
% Below | Per Capita | Median
Poverty Income Household
Level Income

Shelby 20.1% $25,470 $46,102

Tennessee 16.9% $24,197 $43,989

Source: State and County QuickFacts, U.S. Bureau of Census (See Attachment B.Il.B for more
data).

The statistical bed need data, especially combined with the growing elderly population, points to a
growing need for nursing home beds in Shelby County.

In addition, several items of interest were selected from the U.S. Census Bureau Fact Sheets available on
the internet for the chart below:

Percentage of Population, Years Shelby TN

High School Graduate 2007-2011 85.5% | 83.2%
Bachelor's Degree or Higher 2007-2011 28.3% | 23.0%
Foreign Born 2077-2011 6.0% 4.5%

Source: U.S. Census Bureau, Fact Sheets

The Applicant does not and will not discriminate in any way, whether regarding admissions or in hiring
practices, at its facility.

Finally, please note the following chart regarding the demographics of the service area:

Demographic /Geographic Area Shelby State of
County TN

Total Population-Current Year -2013 956,126 | 6,414,297
Total Population-Projected Year -2015 970,591 | 6,530,459
Total Population-% change 1.5% 1.8%
Age 65+ Population — 2013 103,296 | 904,587
Age 65+ Population — 2015 109,969 | 960,158
Age 65+ Population - % change 6.1% 5.8%
Age 65+ Population as % of Total Population (2015) 11.3% 14.7%
TennCare Enrollees (2013) 227,649 | 1,193,721
TennCare Enrollees as % of Total Population (2013) 23.8% 18.7%
Median Age (2011) 34 38
Median Household Income (2011) 46,102 43,989
Persons Below Poverty Level as % (2011) 20.1% 16.9%
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B. Describe the special needs of the service area population, including health disparities,
the accessibility to consumers, particularly the elderly, women, racial and ethnic minorities, and
low-income groups. Document how the business plans of the facility will take into consideration the
special needs of the service area population.

Response: Shelby County is our primary service area. The total population of Shelby County is
projected to increase only about 1.5% from now until 2015, yet the aged population (65+) is projected to
increase about 6.1% in those same two years. The State of Tennessee total population is projected to
increase only 1.8% between 2013 and 2015, yet the State’s elderly population is projected to increase
5.8%. Therefore, the elderly population of Shelby County is anticipated to grow about 4 times faster than
the general population of Shelby County, while the elderly population of the State is anticipated to grow
only about 3.5 times as fast as the general population of the State. This means that the elderly population
of Shelby County is increasing much faster than the State. See the following chart:

Population Estimates for Shelby County and State of Tennessee
(Total and Aged Population)

State/County 2013 2015 2013-2015 | 2013Pop. | 2015 Pop. | 2013-2015
Population | Population | Change % 65+ % 65+ Change

Shelby 956,126 970,591 1.5% 10.8% 11.3% 6.1%

Tennessee 6,414,297 | 6,530,459 1.8% | 14.10% 14.70% 5.8%

Source: Population Estimates and Projections, Tennessee Counties and the State, 2010-2020,
Office of Health Statistics, Bureau of Health Informatics, Tennessee Department of Health.

In addition, please note other population characteristics of Shelby County, as compared to the State of
Tennessee, in the chart below:

Selected Population Estimates for Shelby County and State of Tennessee

State/County 2010 Pop. |2010 Pop. | 2010 Pop.
% Below | Per Capita | Median
Poverty Income Household
Level Income

Shelby 20.1% $25,470 $46,102

Tennessee 16.9% $24,197 $43,989

Source: State and County QuickFacts, U.S. Bureau of Census (See Attachment B.ILB for more
data).

In addition, several items of interest were selected from the U.S. Census Bureau Fact Sheets available on
the internet for the chart below:
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Percentage of Population, Years Shelby TN

High School Graduate 2007-2011 85.5% | 83.2%
Bachelor's Degree or Higher 2007-2011 28.3% | 23.0%
Foreign Born 2077-2011 6.0% 4.5%

Source: U.S. Census Bureau, Fact Sheets

The Applicant does not and will not discriminate in any way, whether regarding admissions or in hiring
practices, at its facility.

Also, please note that there are Medically Underserved Areas in Shelby County, which this project should
help alleviate to some extent. See Attachment C.Need.4.B.
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=5 Describe the existing or certified services, including approved but unimplemented CONs, of
similar institutions in the service area. Include utilization and/or occupancy trends for each of the
most recent three years of data available for this type of project. Be certain to list each institution and
its utilization and/or occupancy individually. Inpatient bed projects must include the following data:
admissions or discharges, patient days, and occupancy. Other projects should use the most
appropriate measures, e.g., cases, procedures, visits, admissions, etc.

Response: It is proposed that the Applicant will renovate an existing twenty (20) bed unit in the Adams
Building on the hospital campus. This unit is now being utilized as a twenty (20) bed rehab unit, which
will soon move to Turner Tower as approved under CN1208-037A. This existing space currently meets
all licensure requirements for nursing home care, and will be painted to freshen up the space, and some
new moveable equipment (beds, tables and chairs) will be purchased.

The Applicant’s primary service area is Shelby County. Approximately 88.5% of the Applicant’s
patients who originate in Tennessee were from Shelby County in 2011, according to the JAR for that year
(Note: 2012 JARs are Provisional). The MED provided 68,095 inpatient days to Tennessee residents in
2011, with 60,247 originating from Shelby County. With that said, the Applicant also provided care to
patients from 31 total counties in Tennessee in 2011, and patients from at least 10 other states came to the
Applicant for care in 2011. In addition to the 68,095 patient days provided to Tennessee residents,
22,677 inpatient days were provided to residents of other states, bringing the total inpatient days to
90,772. While this data emphasizes the “regional” nature of the Applicant’s service area, for Tennessee
purposes, Shelby County is our primary service area.

As reported on Joint Annual Reports for existing county facilities, nursing homes in Shelby County have
operated 82.6%, 83.8%, and 84.5% for 2009 through 2011, respectively. At least two facilities have
decreased facility bed counts since the filing of the 2011 JARs, and one facility has surrendered its
license. Civic Health and Rehab Center was licensed for 147 beds, and its license expired on July 1,
2013. Bright Glade Health and Rehab Center decreased its bed count from 81 to 77 beds on July 1, 2013,
and Grace Healthcare of Cordova decreased its bed count from 284 to 240 beds on July 1, 2013. Taking
these bed losses into consideration, the occupancy rate for Shelby County Nursing Homes would increase
from 84.5% to 88.7% for 2011. With these decreases, there currently exist 3,974 nursing home beds in
Shelby County, with a need for 5,094 beds by 2016.

The actual “need” for nursing home beds is of little consequence for this project, since The MED has to
provide care for skilled nursing patients within existing hospital beds, which are more costly. It is
anticipated that all of the patients in this new SNF unit will be referred by the hospital. Moving skilled
patients into a SNF unit on campus will result in a cost savings to the hospital, even though the SNF unit,
itself, may well experience higher expenses than revenue. As such, the Applicant will experience a
positive cash flow with the implementation of these SNF beds, even though the SNF unit itself may
experience a negative cash flow. Attachment B.IA is a letter explaining why we need to transfer SNF
patients from hospital beds to SNF beds.

A study of hospital discharges indicated the Applicant would have no problem in operating a 20 bed SNF
unit at a high utilization rate. In September, 2013, an internal study was conducted which analyzed
hospital discharges within the previous fiscal year. The twelve month data included a total of 15,435
total discharges from July 1, 2012 to June 30, 2013. Discharges associated with MDC 14 & 15,
pregnancy and childbirth, were discarded and the study focused on the remaining 7,100 discharges.
Within this number, a total of 572 different zip codes were represented, and zip codes with in excess of
100 discharges were analyzed. The resultant 18 zip codes showed that the vast majority of our patients
originate from Shelby County, with the majority of those cases being in the downtown area. The study
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showed a need for 20.03 SNF beds for the top zip codes, and a total of 35.1 SNF beds (at full occupancy)
for all discharges. Again, the analysis revealed that the majority of bed need is based on neighborhoods
surrounding The MED, in particular, Downtown, Midtown, Whitehaven, Bellevue/McKenire, Frayser

and North Memphis.

Attachment C.N.5 shows certain Shelby County Nursing Home Utilization for 2009 — 2011.

Also, please see the following chart for existing nursing home utilization in another format:
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Shelby County Nursing Home UtilizationTrends-2009-2011

Pt days Pt days Pt days | % change | Occ. Occ. Occ.
Nursing Home Beds '09 '10 '11 '09-'11 '09 '10 11
Allen Morgan Health and Rehab Cntr 104 28,443 29,053 27,178 4.4% | 74.9% | 76.5% | 71.6%
Allenbrooke Nursing and Rehab Cntr, LLC 180 61,566 61,632 62,846 2.1% | 93.7% | 93.8% | 95.7%
Civic Health and Rehab Cntr 147 52,630 52,472 52,210 -0.8% | 98.1% | 97.8% | 97.3%
Applingwood Health Care Center 78 25,959 27,076 24,486 -5.7% | 91.2% | 95.1% | 86.0%
Ashton Place Health and Rehab Center 211 72,948 72,619 65,464 -103% | 94.7% | 94.3% | 85.0%
Ave Maria Home 75 26,917 26,796 25,652 -4.7% | 98.3% | 97.9% | 93.7%
Baptist Memorial Hospital - Memphis SNF 35 8,647 10,378 10,590 22.5% | 67.7% 81.2% 82.9%
Baptist Skilled Rehab Unit - Germantown 18 & 324 5,123 * 4.9% 78.0%
Bright Glade Health and Rehabilitation 81 26,264 25,709 25,451 -3.1% | 88.8% | 87.0% | 86.1%
Harbor View Nursing and Rehab Cntr, Inc. 120 24,682 23,637 34,815 41.1% | 56.4% 54.0% 79.5%
Dove Health & Rehab of Collierville, LLC 114 11,038 27,733 34,996 217.1% | 26.5% | 66.6% | 84.1%
Grace Healthcare of Cordova 284 80,505 86,103 74,167 -7.9% | 71.7% 83.1% 71.5%
Graceland Nursing Center 240 83,676 82,117 76,445 -8.6% | 955% | 93.7% | 87.3%
Kirby Pines Manor 120 41,741 40,578 42,160 1.0% | 953% | 92.6% | 96.3%
Memphis Jewish Home 160 54,271 48,726 44,394 -18.2% | 92.9% | 83.4% | 76.0%
Methodist Healthcare SNF 44 6,128 5,472 5,370 -124% | 382% | 34.1% | 33.4%
MidSouth Health and Rehab Cntr 155 52,466 17,147 29,172 -44.4% | 92.7% | 30.3% | 51.6%
Millington Healthcare Center 85 27,186 29,170 28,410 4.5% | 87.6% 94.0% 91.6%
Poplar Point Health and Rehabilitation 169 51,418 53,543 47,604 -74% | 83.4% | 86.8% | 77.2%
Parkway Health and Rehabilitation Center 120 42,590 36,359 42,549 -0.1% | 97.2% | 83.0% | 97.1%
Kindred Trans. Care & Rehab Cntr-Primacy 120 40,117 41,826 31,637 21.1% | 91.6% | 95.5% | 72.2%
Quality Care Center of Memphis 48 13,288 13,026 12,244 -7.9% | 75.8% 74.3% 69.9%
Quince Nursing and Rehabilitation Center 188 66,004 65,719 66,343 0.5% | 96.2% 95.8% 96.7%
Rainbow Health & Rehab of Memphis, LI.C 115 30,269 38,767 39,763 314% | 72.1% | 92.4% | 94.7%
_Signature Health of Memphis 140 47,157 49,005 48,440 2.7% | 92.3% | 95.9% | 94.8%
Spring Gate Nursing and Rehab Cntr 231 71,473 73,826 78,591 10.0% | 84.8% | 87.6% | 93.2%
Signature HealthCare at St. Francis 197 28,965 72,715 62,807 116.8% | 40.3% | 101.1% | 87.3%
Signature Healthcare at St. Peter Villa 180 62,792 56,578 54,445 -133% | 95.6% | 86.1% | 82.9%
The King's Daughters and Sons Home 108 38,873 38,768 37.908 -2.5% | 98.6% 98.3% 96.2%
The Village at Germantown 30 10,011 10,002 9,371 -6.4% | 914% | 91.3% | 85.6%
Highlands of Memphis Health & Rehab 180 53,824 53,561 55,265 2.7% | 81.9% | 81.5% | 84.1%
Whitehaven Community Living Center 92 29,249 30,136 30,268 3.5% | 87.1% 89.7% 90.1%
TOTAL 4,169 | 1,271,097 | 1,300,573 | 1,286,164 1.2% | 83.5% | 85.5% | 84.5%
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6. Provide applicable utilization and/or occupancy statistics for your institution for each of the
past three (3) years and the projected annual utilization for each of the two (2) years following
completion of the project. Additionally, provide the details regarding the methodology used to
project utilization. The methodology must include detailed calculations or documentation from
referral sources, and identification of all assumptions.

Response: There is no historic utilization since this application is for a new facility.

As reported on Joint Annual Reports for existing county facilities, nursing homes in Shelby County have
operated 82.6%, 83.8%, and 84.5% for 2009 through 2011, respectively. At least two facilities have
decreased facility bed counts since the filing of the 2011 JARs, and one facility has surrendered its
license. Civic Health and Rehab Center was licensed for 147 beds, and its license expired on July 1,
2013. Bright Glade Health and Rehab Center decreased its bed count from 81 to 77 beds on July 1, 2013,
and Grace Healthcare of Cordova decreased its bed count from 284 to 240 beds on July 1, 2013. Taking
these bed losses into consideration, the occupancy rate for Shelby County Nursing Homes would increase
from 84.5% to 88.7% for 2011. With these decreases, there currently exist 3,974 nursing home beds in
Shelby County, with a need for 5,094 beds by 2016.

The actual “need” for nursing home beds is of little consequence for this project, since The MED has to
provide care for skilled nursing patients within existing hospital beds, which are more costly. It is
anticipated that all of the patients in this new SNF unit will be referred by the hospital. Moving skilled
patients into a SNF unit on campus will result in a cost savings to the hospital, even though the SNF unit,
itself, may well experience higher expenses than revenue. As such, the Applicant will experience a
positive cash flow with the implementation of these SNF beds, even though the SNF unit itself may
experience a negative cash flow. Attachment B.LA4 is a letter explaining why we need to transfer SNF
patients from hospital beds to SNF beds.

A study of hospital discharges indicated the Applicant would have no problem in operating a 20 bed SNF
unit at a high utilization rate. In September, 2013, an internal study was conducted which analyzed
hospital discharges within the previous fiscal year. The twelve month data included a total of 15,435
total discharges from July 1, 2012 to June 30, 2013. Discharges associated with MDC 14 & 15,
pregnancy and childbirth, were discarded and the study focused on the remaining 7,100 discharges.
Within this number, a total of 572 different zip codes were represented, and zip codes with in excess of
100 discharges were analyzed. The resultant 18 zip codes showed that the vast majority of our patients
originate from Shelby County, with the majority of those cases being in the downtown area. The study
showed a need for 20.03 SNF beds for the top zip codes, and a total of 35.1 SNF beds (at full occupancy)
for all discharges. Again, the analysis revealed that the majority of bed need is based on neighborhoods
surrounding The MED, in particular, Downtown, Midtown, Whitehaven, Bellevue/McKenire, Frayser
and North Memphis.

We project having 16, 17, and 18 patients in Years 1 through 3, respectively.
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ECONOMIC FEASIBILITY

Provide the cost of the project by completing the Project Costs Chart on the following page.
Justify the cost of the project.

All projects should have a project cost of at least $3,000 on Line F. (Minimum CON Filing Fee).
CON filing fee should be calculated from Line D. (See Application Instructions for Filing Fee)

The cost of any lease should be based on fair market value or the total amount of the lease
payments over the initial term of the lease, whichever is greater.

The cost for fixed and moveable equipment includes, but is not necessarily limited to,
maintenance agreements covering the expected useful life of the equipment; federal, state, and
local taxes and other government assessments; and installation charges, excluding capital
expenditures for physical plant renovation or in-wall shielding, which should be included
under construction costs or incorporated in a facility lease.

For projects that include new construction, modification, and/or renovation; documentation
must be provided from a contractor and/or architect that support the estimated construction

costs.

Response: The Project Costs Chart is completed. This project involves approximately 16,910 GSF
which will be renovated at a cost of $37,128, for an average construction (renovation) cost per GSF of
approximately $2.20. The total project would approximate $17.75 per GSF. There is no construction.
Renovation costs are for painting the existing space.

The chart below, prepared by the HSDA, indicates construction costs for recent nursing home
applications. A review of these average costs indicate this particular project is financially feasible.

Nursing Home Construction Cost Per Square Foot

Years: 2009 —2011

Renovated New Total
Construction Construction Construction
1* Quartile NA $158.44/sq ft $94.55/sq ft
Median NA $167.31/sq ft $165.00/sq ft
3" Quartile NA $176.00/sq ft $168.25/sq ft

Source: CON approved applications for years 2009 through 2011

Due to insufficient sample size, Renovated Construction is not available.
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PROJECT COSTS CHART

Construction and equipment acquired by purchase.

Architectural and Engineering Fees

1.
2. Legal, Administrative (Excluding CON Filing Fee), Consultant 50.000
3. Acquisition of Site
4. Preparation of Site
5. Construction Costs (renovation — painting) 37.128
6. Contingency Fund
7. Fixed Equipment (Not included in Construction Contract)(Generator, Nurse Call)
8. Moveable Equipment (List all equipment over $50,000)* 209,872
9. Other (Specify)
Subsection A Total 297,000
Acquisition by gift, donation, or lease.
1. Facility (Inclusive of Building and Land)
2. Building Only
3. Land Only
4. Equipment (Specify)
5. Other (Specify)
Subsection B Total 0
Financing costs and fees
1. Interim Financing
2. Underwriting Costs
3. Reserve for One Year’s Debt Service
4, Other (Specify)
Subsection C Total 0
Estimated Project Cost (A + B + C) $ 297,000
CON Filing Fee $ 3,000
Total Estimated Project Cost (D + E) TOTAL $ 300,000
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2. Identify the funding sources for this project.

X

A.

a. Please check the applicable item(s) below and briefly summarize how the project will be
financed. (Documentation for the type of funding MUST be inserted at the end of the application,
in the correct alpha/numeric order and identified as Attachment C, Economic Feasibility-2.)

Commercial loan--Letter from lending institution or guarantor stating favorable
initial contact, proposed loan amount, expected interest rates, anticipated term of the
loan, and any restrictions or conditions;

Tax-exempt bonds--Copy of preliminary resolution or a letter from the issuing
authority stating favorable initial contact and a conditional agreement from an
underwriter or investment banker to proceed with the issuance;

General obligation bonds—Copy of resolution from issuing authority or minutes from
the appropriate meeting.

Grants--Notification of intent form for grant application or notice of grant award; or
Cash Reserves--Appropriate documentation from Chief Financial Officer.

Other—Identify and document funding from all other sources.

Response: This project will be financed by cash reserves. The financials of the Applicant indicate that
funds are available. In addition, J. Richard Wagers, Jr., The MED’s Sr. Executive Vice President and
CFO has furnished a letter attesting that The MED has sufficient assets to implement this project (see
Attachment C.EF.2).
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3. Discuss and document the reasonableness of the proposed project costs. If applicable, compare the
cost per square foot of construction to similar projects recently approved by the Health Services

and Development Agency.

Response: The Project Costs Chart is completed. This project involves approximately 16,910 GSF
which will be renovated at a cost of $37,128, for an average construction (renovation) cost per GSF of
approximately $2.20. The total project would approximate $17.75 per GSF. There is no construction.

Renovation costs are for painting the existing space.

The chart below, prepared by the HSDA, indicates construction costs for recent nursing home
applications. A review of these average costs indicate this particular project is financially feasible.

Nursing Home Construction Cost Per Square Foot

Years: 2009 —-2011

Renovated New Total
Construction Construction Construction
1* Quartile NA $158.44/sq ft $94.55/sq ft
Median NA $167.31/sq ft $165.00/sq ft
3" Quartile NA $176.00/sq ft $168.25/sq ft

Source: CON approved applications for years 2009 through 2011

Due to insufficient sample size, Renovated Construction is not available.
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4. Complete Historical and Projected Data Charts on the following two pages--Do not modify the
Charts provided or submit Chart substitutions! Historical Data Chart represents revenue and
expense information for the last three (3) years for which complete data is available for the
institution. Projected Data Chart requests information for the two (2) years following the
completion of this proposal. Projected Data Chart should reflect revenue and expense projections
for the Proposal Only (i.e., if the application is for additional beds, include anticipated revenue
from the proposed beds only, not from all beds in the facility).

Response: Historical and Projected Data Charts are completed.

Historical Data Chart: As a new SNF unit of the hospital, there is no historical data.

Projected Data Chart: Completed.

Please note that there are no contractual adjustments. The financial analysis utilized net charges as
inpatient revenue. Therefore, the funds stated on Line B.1 are the net charges.

Charity Care is estimated to be an additional 3% of the total. As approximately 50% of the patients are
anticipated to be uninsured (no payment mechanism), in reality, Charity Care will be much greater. The
lack of revenue from anticipated uninsured patients is reflected in the lower amount of net charges
reported on Line B.1.

In the past, the HSDA has requested 3 years of Projected Data if one of the first 2 years indicated
negative cash flow. This project, as explained, will have negative cash flow all of the first 3 years, and
perhaps some time after that. However, even though the SNF unit is projected to have negative cash
flow, the overall savings to The MED is such that increased income for the hospital more than offsets the
loss of this new department.
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HISTORICAL DATA CHART

Give information for the last three (3) years for which complete data are available for the facility or agency.
The fiscal year begins in July (month).

Response: N/A, as a new unit.
Yr-1 Yr-2 Yr-3

Utilization/Occupancy Rate

Revenue from Services to Patients
l. Inpatient Services

2. Outpatient Services

3. Emergency Services

4. Other Operating Revenue (Specify)

Gross Operating Revenue

Deductions from Operating Revenue
1. Contractual Adjustments

2. Provision for Charity Care

3. Provision for Bad Debt

Total Deductions

NET OPERATING REVENUE

Operating Expenses
1. Salaries and Wages

Physician’s Salaries and Wages

Supplies

. Taxes

. Depreciation

Rent

Interest, other than Capital

®NA YA WD

Management Fees:

a. Fees to Affiliates

b. Fees to Non-Affiliates

9. Other Expenses (Specify)

Total Operating Expenses

Other Revenue (Expenses)-Net (Specify)

NET OPERATING INCOME (LOSS)

Capital Expenditures
1. Retirement of Principal

2. Interest

Total Capital Expenditure

NET OPERATING INCOME (LOSS) LESSCAPITAL
EXPENDITURES
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PROJECTED DATA CHART

July (month).

A.
B.

Utilization/Occupancy

Revenue from Services to Patients
l. Inpatient Services

2. Outpatient Services

3. Emergency Services

i
18]

Give information for the three (3) years following the completion of this project. The ﬁsca].giear begins in
s

4. Other Operating Revenue (Specify)

Gross Operating Revenue

Deductions from Operating Revenue
1. Contractual Adjustments

2. Provision for Charity Care

3. Provision for Bad Debt

Total Deductions

NET OPERATING REVENUE

Operating Expenses

1. Salaries and Wages
2.Physician’s Salaries and Wages (Contracted)
3. Supplies

Taxes

Depreciation

Rent

Interest, other than Capital
Management Fees:

a. Fees to Affiliates

b. Fees to Non-Affiliates

9. Other Expenses (Specify)Contract Services,
Marketing, Laundry, & Dietary

Sl I

Total Operating Expenses
Other Revenue (Expenses)-Net (Specify)

NET OPERATING INCOME (LOSS)
Capital Expenditures

1. Retirement of Principal

2. Interest (on Letter of Credit)

Total Capital Expenditure

NET OPERATING INCOME (LOSS) LESS
CAPITAL EXPENDITURES

Yr-1 Yr-2 Yr-3
16 17 18

$1,268,398 $1,388,043 $1,512,565
$1,268,398 $1,388,043 $1,512,565
$38,051 $41,642 $45,379
$38,051 $41,642 $45,379
$1,230,347 $1,346,401 $1,467,186
$1,213,572 $1,345,212 $1,432,308
$24.,996 $25,752 $26,520
$436,125 $477,251 $520,232
$30,000 $30,000 $30,000
$225,000 $231,756 $238,656
90,000 90,000 90,000
$385.742 $518.713 $453.113
$2,405,435 $2,618,684 $2,790,829
-$1,175,088 -$1,272,283 -$1,323,643
-$1,175,088 -$1,272,283 -$1,323,643
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5. Please identify the project’s average gross charge, average deduction from operating revenue, and
average net charge.

Response: Please note that there are no contractual adjustments. The financial analysis utilized net
charges as inpatient revenue. Therefore, the funds stated on Line B.1 are the net charges.

Net charges are anticipated to be $217.20 per day (total net of $1,268,398 divided by 5,840 patient days).
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6. A. Please provide the current and proposed charge schedules for the proposal. Discuss any
adjustment to current charges that will result from the implementation of the proposal.
Additionally, describe the anticipated revenue from the proposed project and the impact on
existing patient charges.

Response: There are no current charges.
Net charges are anticipated to be $217.20 per day (total net of $1,268,398 divided by 5,840 patient days).

Our projections will not be altered as a result of implementation of the proposal.

B. Compare the proposed charges to those of similar facilities in the service area/adjoining
service areas, or to proposed charges of projects recently approved by the Health Services and
Development Agency. If applicable, compare the proposed charges of the project to the current
Medicare allowable fee schedule by common procedure terminology (CPT) code(s).

Response: Patient charges are listed on Attachment C.EF.6.B. Our net charges are anticipated to be
$217.20 per day, which compares very favorably to net charges at existing nursing homes in Shelby
County.
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s Discuss how projected utilization rates will be sufficient to maintain cost-effectiveness.
Response: The Projected Data Chart indicates negative cash flow for the new SNF unit at The MED.

The actual “need” for nursing home beds is of little consequence for this project, since The MED has to
provide care for skilled nursing patients within existing hospital beds, which are more costly. It is
anticipated that all of the patients in this new SNF unit will be referred by the hospital. Moving skilled
patients into a SNF unit on campus will result in a cost savings to the hospital, even though the SNF unit,
itself, may well experience higher expenses than revenue. As such, the Applicant will experience a
positive cash flow with the implementation of these SNF beds, even though the SNF unit itself may
experience a negative cash flow. Atfachment B.LA is a letter explaining why we need to transfer SNF
patients from hospital beds to SNF beds.

It is projected that the overall cost savings to The MED will approximate in excess of $2,500,000 per
year. This figure resulted from comparing the overall per patient day costs for a hospital bed, as
compared to the projected per patient day costs for a SNF bed. This projection was based on the first
year of 5,840 patient days. As the SNF utilization grows, overall savings should increase.

8. Discuss how financial viability will be ensured within two years; and demonstrate the
availability of sufficient cash flow until financial viability is achieved.

Response: The Projected Data Chart indicates negative cash flow for the new SNF unit at The MED.

The actual “need” for nursing home beds is of little consequence for this project, since The MED has to
provide care for skilled nursing patients within existing hospital beds, which are more costly. It is
anticipated that all of the patients in this new SNF unit will be referred by the hospital. Moving skilled
patients into a SNF unit on campus will result in a cost savings to the hospital, even though the SNF unit,
itself, may well experience higher expenses than revenue. As such, the Applicant will experience a
positive cash flow with the implementation of these SNF beds, even though the SNF unit itself may
experience a negative cash flow. Attachment B.IA is a letter explaining why we need to transfer SNF
patients from hospital beds to SNF beds.

It is projected that the overall cost savings to The MED will approximate in excess of $2,500,000 per
year. This figure resulted from comparing the overall per patient day costs for a hospital bed, as
compared to the projected per patient day costs for a SNF bed. This projection was based on the first
year of 5,840 patient days. As the SNF utilization grows, overall savings should increase.
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9. Discuss the project’s participation in state and federal revenue programs including a
description of the extent to which Medicare, TennCare/Medicaid, and medically indigent
patients will be served by the project. In addition, report the estimated dollar amount of
revenue and percentage of total project revenue anticipated from each of TennCare, Medicare,
or other state and federal sources for the proposal’s first year of operation.

Response: The nursing home will participate in both the Medicare and Medicaid programs.

We anticipate that 50% of our patients will be Medicare patients and 50% of our patients will be
uninsured (no payment whatsoever).

Assuming net revenue of $1,268,398 the first year, approximately $634,199 will be reimbursed by
Medicare (Net Revenue of $1,268,398 x 50% Medicare).

We are not projecting any Medicaid patients at present, but assume the remaining 50% of patients will be
free care. If some of these uninsured patients eventually qualify for Medicaid/TennCare, such patients
will be certified as such and any reimbursement from Medicaid/TennCare will diminish our projected
losses in the SNF unit, and increase our overall hospital savings with the implementation of this unit.

Further, in case uninsured patients qualify for Medicaid/TennCare, this unit will already be certified as
such.
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10. Provide copies of the balance sheet and income statement from the most recent reporting
period of the institution and the most recent audited financial statements with accompanying
notes, if applicable. For new projects, provide financial information for the corporation,
partnership, or principal parties involved with the project. Copies must be inserted at the end
of the application, in the correct alpha-numeric order and labeled as Attachment C, Economic
Feasibility-10.

Response: As noted in Attachment C.EF. 10, sufficient funds are available in order to pay for this project
with cash reserves.
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11. Describe all alternatives to this project which were considered and discuss the advantages and
disadvantages of each alternative including but not limited to:

a. A discussion regarding the availability of less costly, more effective, and/or more efficient
alternative methods of providing the benefits intended by the proposal. If development of such
alternatives is not practicable, the applicant should justify why not; including reasons as to
why they were rejected.

Response: There are no less costly, more effective, and/or more efficient alternative methods of
providing the benefits intended by this project. The Applicant receives all patients who present for
health care service, irrespective of the patient’s ability or inability to pay for such services. Many of the
patients we serve are uninsured. When such patients require SNF care, existing facilities are reluctant to
accept the referral. Therefore, the hospital has to provide SNF services to these patients in a hospital
setting, which is much more costly than providing the same services in a licensed SNF unit. Therefore,
even though the SNF unit will have negative cash flow, the overall savings to the Applicant will more
than offset any losses projected in this application for that SNF unit.
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b. The applicant should document that consideration has been given to alternatives to new
construction, e.g., modernization or sharing arrangements. It should be documented that
superior alternatives have been implemented to the maximum extent practicable.

Response: There are no less costly, more effective, and/or more efficient alternative methods of
providing the benefits intended by this project. The Applicant receives all patients who present for
health care service, irrespective of the patient’s ability or inability to pay for such services. Many of the
patients we serve are uninsured. When such patients require SNF care, existing facilities are reluctant to
accept the referral. Therefore, the hospital has to provide SNF services to these patients in a hospital
setting, which is much more costly than providing the same services in a licensed SNF unit. Therefore,
even though the SNF unit will have negative cash flow, the overall savings to the Applicant will more
than offset any losses projected in this application for that SNF unit.
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CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTH CARE

1. List all existing health care providers (e.g., hospitals, nursing homes, home care organizations,
etc.), managed care organizations, alliances, and/or networks with which the applicant
currently has or plans to have contractual and/or working relationships, e.g., transfer
agreements, contractual agreements for health services.

We have TennCare contracts with UHC/Americhoice, Blue Care and TNCare Select. These contracts
will not change as a result of this project. The Applicant will contract with any new MCOs that provide
services in the area.

The MED and its predecessors have provided acute medical services for citizens of Shelby County and
the surrounding area for generations, beginning in 1936. Today, it is a regional referral facility for a wide
catchment area. While Shelby County residents remain its main reason for existence, the hospital
provides a wide assortment of tertiary health care services for people from surrounding areas. As stated
earlier, its 2011 JAR shows that its patients originated from 31 Tennessee counties plus 10 additional
states. As such, The MED has a plethora of contractual and working relationships.
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2 Describe the positive and/or negative effects of the proposal on the health care system. Please
be sure to discuss any instances of duplication or competition arising from your proposal including a
description of the effect the proposal will have on the utilization rates of existing providers in the
service area of the project.

Response: The nursing home bed utilization data supplied by the State indicates that there are currently
3,974 existing nursing home beds in Hamilton County (2011 JARs minus bed closures since the filing of
those documents). To best knowledge of the Applicant, no new beds have been approved that are not yet
in service in Shelby County. There is a statistical need of 5,094 beds by 2016. This means that there is a
need for 1,120 nursing home beds in the County. Approval of this application will help satisfy that need.

Since we will be transferring existing hospital patients within our facility to our SNF unit, the transfer of
these patients through the approval of this project will have no impact on existing skilled nursing
providers. In effect, the patients we will refer to our SNF unit are patients that would not be leaving our

hospital, anyway.

To conclude, the approval of this project should not impact existing facilities in the County. First, the
requested beds (20) would result in an increase of only 0.5% of the total beds in the County. Second, the
patients we will serve are our own hospital patients who cannot be placed in existing facilities. Third, the
overall bed need in Shelby County is for 5,094 beds by 2016, and there are only 3,934 beds available at
the present time. Fourth, by converting an existing patient area at our hospital, we are able to modify the
physical plant for limited funds, making the transition to nursing home very feasible from a financial
standpoint. And fifth, the ability of the Applicant to transfer skilled patients into skilled beds will result
in an overall savings to the hospital by decreasing the cost of care for these patients.
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3. Provide the current and/or anticipated staffing pattern for all employees providing patient care
for the project. This can be reported using FTEs for these positions. Additionally, please compare the
clinical staff salaries in the proposal to prevailing wage patterns in the service area as published by the
Tennessee Department of Labor & Workforce Development and/or other documented sources.

Response: No additional staff will need to be hired. As the SNF patients transfer to the SNF unit,
nursing and other personnel will be reassigned to continue caring for these patients.

Existing and Year 1 Nursing and Respiratory Therapist personnel and salary ranges are given below:

Nursing and Respiratory Therapist Personnel

Position Year 1 Salary Range

RN 5 $55,000 — 65,000/yr
LPN 4 $38,000 — 42,000/yr
CAN 5 $22,000 — 26,000/yr
RT 3 $46,000 — 50,000/yr

In addition, please see Attachment C.OD.3 for prevailing wage patterns in the area.
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4. Discuss the availability of and accessibility to human resources required by the proposal,
including adequate professional staff, as per the Department of Health, the Department of
Mental Health and Developmental Disabilities, and/or the Division of Mental Retardation
Services licensing requirements.

Response: No additional staff will need to be hired. As the SNF patients transfer to the SNF unit,
nursing and other personnel will be reassigned to continue caring for these patients.

Existing and Year 1 Nursing and Respiratory Therapist personnel and salary ranges are given below:

Nursing and Respiratory Therapist Personnel

Position Year1 Salary Range

RN 5 $55,000 — 65,000/yr
LPN 4| $38,000 —42,000/yr
CAN 5 $22,000 — 26,000/yr
RT 3 $46,000 — 50,000/yr

As stated, we believe that adequate additional staff are readily available to provide appropriate care to all
patients in our proposed 20 bed SNF unit. In the future, we will be able to add staff if any need arises by
interviewing prospective personnel already contained in our HR files and by interviewing recent
graduates of local schools. The University of Tennessee in Memphis maintains programs in both
physical and occupational therapies, and the University of Memphis has a nursing school from which to
draw future staff.
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8 Verify that the applicant has reviewed and understands all licensing certification as required
by the State of Tennessee for medical/clinical staff. These include, without limitation,
regulations concerning physician supervision, credentialing, admission privileges, quality
assurance policies and programs, utilization review policies and programs, record keeping, and
staff education.

Response: The Applicant is familiar with all licensing certification requirements for medical/clinical
staff.

6. Discuss your health care institution’s participation in the training of students in the areas of
medicine, nursing, social work, etc. (e.g., internships, residencies, etc.).

Response: The Applicant has clinical affiliation relationships with UT School of Medicine and the
University of Memphis School of Nursing.
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7. (a) Please verify, as applicable, that the applicant has reviewed and understands the licensure
requirements of the Department of Health, the Department of Mental Health and Developmental
Disabilities, the Division of Mental Retardation Services, and/or any applicable Medicare
requirements.

Response: The Applicant is familiar with all licensure requirements of the regulatory agencies of the
State.

(b) Provide the name of the entity from which the applicant has received or will receive
licensure, certification, and/or accreditation.

Response:
Licensure: Tennessee Department of Health
Accreditation: Medicare, Medicaid/TennCare, JCAHO, CARF

(¢) If an existing institution, please describe the current standing with any licensing,
certifying, or accrediting agency. Provide a copy of the current license of the facility.

Response: Please sce Attachment C.OD.7.c for copies of The MED’s hospital license, JCAHO
accreditation letter, and CARF accreditation.

(d) For existing licensed providers, document that all deficiencies (if any) cited in the last
licensure certification and inspection have been addressed through an approved plan of
correction. Please include a copy of the most recent licensure/certification inspection with an
approved plan of correction.

Response: Please see Attachment C.OD.7.d.
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8. Document and explain any final orders or judgments entered in any state or country by a
licensing agency or court against professional licenses held by the applicant or any entities or
persons with more than a 5% ownership interest in the applicant. Such information is to be
provided for licenses regardless of whether such license is currently held.

Response: There have been no final orders or judgments as are contemplated by this question.

9. Identify and explain any final civil or criminal judgments for fraud or theft against any person
or entity with more than a 5% ownership interest in the project

Response: There have been no final orders or judgments as are contemplated by this question.

10. If the proposal is approved, please discuss whether the applicant will provide the Tennessee
Health Services and Development Agency and/or the reviewing agency information concerning
the number of patients treated, the number and type of procedures performed, and other data
as required.

Response: The Applicant will provide all data contemplated by this question.
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PROOF OF PUBLICATION

Attach the full page of the newspaper in which the notice of intent appeared with the mast and
dateline intact or submit a publication affidavit from the newspaper as proof of the publication of the
letter of intent.

Response: If the requested documentation is not attached, it will be submitted once received.

DEVELOPMENT SCHEDULE

Tennessee Code Annotated § 68-11-1609(c) provides that a Certificate of Need is valid for a period not
to exceed three (3) years (for hospital projects) or two (2) years (for all other projects) from the date of
its issuance and after such time shall expire; provided, that the Agency may, in granting the
Certificate of Need, allow longer periods of validity for Certificates of Need for good cause shown.
Subsequent to granting the Certificate of Need, the Agency may extend a Certificate of Need for a
period upon application and good cause shown, accompanied by a non-refundable reasonable filing
fee, as prescribed by rule. A Certificate of Need which has been extended shall expire at the end of the
extended time period. The decision whether to grant such an extension is within the sole discretion of
the Agency, and is not subject to review, reconsideration, or appeal.

1. Please complete the Project Completion Forecast Chart on the next page. If the project will be
completed in multiple phases, please identify the anticipated completion date for each phase.

2, If the response to the preceding question indicates that the applicant does not anticipate
completing the project within the period of validity as defined in the preceding paragraph, please
state below any request for an extended schedule and document the “good cause” for such an
extension.

Form HF0004
Revised 05/03/04

Previous Forms are obsolete
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PROJECT COMPLETION FORECAST CHART

Enter the Agency projected Initial Decision date, as published in Rule 68-11-1609(c): 02/2014.

Assuming the CON approval becomes the final agency action on that date; indicate the number of day from
the above agency decision date to each phase of the completion forecast.

Anticipated Date
Phase DAYS (MONTH/YEAR)
REQUIRED

1. Architectural and engineering contract signed

2. Construction documents approved by the Tennessee
Department of Health

3. Construction contract signed

4. Building permit secured

5. Site preparation completed

6. Building construction commenced (renovation) 10 05/2014
7. Construction 40% complete 4 05/2014
8. Construction 80% complete 4 05/2014
9. Construction 100% complete (approved for 2 05/2014
occupancy (renovation)
10. *Issuance of license 30 06/2014
11. *Initiation of service 5 06/2014

12. Final Architectural Certification of Payment

13. Final Project Report Form (HF0055) 30 07/2014

* For projects that do NOT involve construction or renovation : Please complete items 10 and 11
only.

Note: If litigation occurs, the completion forecast will be adjusted at the time of the final
determination to reflect the actual issue date.
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AFFIDAVIT

STATE OF TENNESSEE

NOU 15713108

COUNTY OF DAVIDSON

E. Graham Baker, Jr., being first duly sworn, says that he/she is the applicant named in this application

or his/her/its lawful agent, that this project will be completed in accordance with the application, that the
applicant has read the directions to this application, the Rules of the Health Services and Development
Agency, and T.C.A. § 68-11-1601, ef seq., and that the responses to this application or any other
questions deemed appropriate by the Health Services and Development Agency are true and complete to

the best of his/her knowledge.

// % pin Sobom, Q Jrroaney

ST G’lifﬁ TURE/TITLE

Sworn to and subscribed before me this _15™ day of _November, 2013 ,a
(month) (year)

Notary Public in and for the County/State of Davidson/Tennessee.

NOTARY PUBLIC

Nooheoun © Blpedetes)

My commission expires __July 3rd , 2017
(Month/Day) (Year)



Attachment Specific Criteria

NURSING HOME SERVICES

A. Need

1. According to TCA §68-11-108 (sic), the need for nursing home beds shall be
determined by applying the following population-based statistical methodology:

County bed need = .0005 x pop. 65 and under, plus
.0120 x pop. 65-74, plus
0600 x pop. 75-84, plus
1500 x pop. 85, plus

Response: Shelby County Health Care Corporation, d/b/a The Regional Medical Center at
Memphis, 877 Jefferson Avenue, Memphis (Shelby County), Tennessee 38103 (“Applicant” or
“The MED”), owned and managed by itself, is applying for a Certificate of Need for the
establishment of a twenty (20) skilled bed nursing unit to be licensed as nursing home beds and
operated as a department of The MED. The requested beds are subject to the FY 2013-2014 pool
of nursing home beds authorized by T.C.A. §68-11-1622. Due to the Linton Rule, all beds will be
certified for both Medicare and Medicaid.

As reported on Joint Annual Reports for existing county facilities, nursing homes in Shelby
County have operated 82.6%, 83.8%, and 84.5% for 2009 through 2011, respectively. At least
two facilities have decreased facility bed counts since the filing of the 2011 JARs, and one
facility has surrendered its license. Civic Health and Rehab Center was licensed for 147 beds,
and its license expired on July 1, 2013. Bright Glade Health and Rehab Center decreased its bed
count from 81 to 77 beds on July 1, 2013, and Grace Healthcare of Cordova decreased its bed
count from 284 to 240 beds on July 1, 2013. Taking these bed losses into consideration, the
occupancy rate for Shelby County Nursing Homes would increase from 84.5% to 88.7% for
2011. With these decreases, there currently exist 3,974 nursing home beds in Shelby County,
with a need for 5,094 beds by 2016.

The actual “need” for nursing home beds is of little consequence for this project, since The MED
has to provide care for skilled nursing patients within existing hospital beds, which are more
costly. It is anticipated that all of the patients in this new SNF unit will be referred by the
hospital. Moving skilled patients into a SNF unit on campus will result in a cost savings to the
hospital, even though the SNF unit, itself, may well experience higher expenses than revenue.
As such, the Applicant will experience a positive cash flow with the implementation of these
SNF beds, even though the SNF unit itself may experience a negative cash flow. Attachment
B.14 is a letter explaining why we need to transfer SNF patients from hospital beds to SNF beds.

A study of hospital discharges indicated the Applicant would have no problem in operating a 20
bed SNF unit at a high utilization rate. In September, 2013, an internal study was conducted
which analyzed hospital discharges within the previous fiscal year. The twelve month data
included a total of 15,435 total discharges from July 1, 2012 to June 30, 2013. Discharges
associated with MDC 14 & 15, pregnancy and childbirth, were discarded and the study focused
on the remaining 7,100 discharges. Within this number, a total of 572 different zip codes were
represented, and zip codes with in excess of 100 discharges were analyzed. The resultant 18 zip
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codes showed that the vast majority of our patients originate from Shelby County, with the
majority of those cases being in the downtown area. The study showed a need for 20.03 SNF
beds for the top zip codes, and a total of 35.1 SNF beds (at full occupancy) for all discharges.
Again, the analysis revealed that the majority of bed need is based on neighborhoods
surrounding The MED, in particular, Downtown, Midtown, Whitehaven, Bellevue/McKenire,
Frayser and North Memphis.

We project having 16, 17, and 18 patients in Years 1 through 3, respectively.

Finally, the approval of this project should not impact existing facilities in the County. First, the
requested beds (20) would result in an increase of only 0.5% of the total beds in the County.
Second, the patients we will serve are our own hospital patients who cannot be placed in existing
facilities. Third, the overall bed need in Shelby County is for 5,094 beds by 2016, and there are
only 3,934 beds available at the present time. Fourth, by converting an existing patient area at
our hospital, we are able to modify the physical plant for limited funds, making the transition to
nursing home very feasible from a financial standpoint. And fifth, the ability of the Applicant to
transfer skilled patients into skilled beds will result in an overall savings to the hospital by
decreasing the cost of care for these patients.

2. The need for nursing home beds shall be projected two years into the future
from the current year, as calculated by the Department of Health.

Response: According to the Tennessee Department of Health, there is a need for 5,094 beds in
Shelby County by 2016.

3. The source of the current supply and utilization of licensed and CON approved
nursing home beds shall be inventory of nursing home beds maintained by the
Department of Health. ’

Response: Please see Attachment C.N.5 for the most recent supply and utilization of licensed
and CON approved nursing home beds in the service area:
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4. “Service Area” shall mean the county or counties represented on an application
as the reasonable area to which a health care institution intends to provide
services and/or in which the majority of its service recipients reside. A majority
of the population of a service area for any nursing home should reside within 30
minutes travel time from that facility.

Response: The Applicant’s primary service area is Shelby County. Approximately 88.5% of
the Applicant’s patients who originate in Tennessee were from Shelby County in 2011,
according to the JAR for that year. The MED provided 68,095 inpatient days to Tennessee
residents in 2011, with 60,247 originating from Shelby County. With that said, the Applicant
also provided care to patients from 31 total counties in Tennessee in 2011, and patients from at
least 10 other states came to the Applicant for care in 2011. In addition to the 68,095 patient
days provided to Tennessee residents, 22,677 inpatient days were provided to residents of other
states, bringing the total inpatient days to 90,772. While this data emphasizes the “regional”
nature of the Applicant’s service area, for Tennessee purposes, Shelby County is our primary
service area.

Please see Attachment C.Need.3 for a map of the service area.

S. The Health Facilities Commission (sic) may consider approving new nursing
home beds in excess of the need standard for a service area, but the following
criteria must be considered:

a. All outstanding CON projects in the proposed service area resulting in a
net increase in beds are licensed and in operation, and

Response: To the knowledge of the Applicant, there are no outstanding nursing home beds in
Shelby County.
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b. All nursing homes that serve that same service area population as the
applicant have an annualized occupancy in excess of 90%.

Response: As reported on Joint Annual Reports for existing county facilities, nursing homes in
Shelby County have operated 82.6%, 83.8%, and 84.5% for 2009 through 2011, respectively. At
least two facilities have decreased facility bed counts since the filing of the 2011 JARs, and one
facility has surrendered its license. Civic Health and Rehab Center was licensed for 147 beds,
and its license expired on July 1, 2013. Bright Glade Health and Rehab Center decreased its bed
count from 81 to 77 beds on July 1, 2013, and Grace Healthcare of Cordova decreased its bed
count from 284 to 240 beds on July 1, 2013. Taking these bed losses into consideration, the
occupancy rate for Shelby County Nursing Homes would increase from 84.5% to 88.7% for
2011. With these decreases, there currently exist 3,974 nursing home beds in Shelby County,
with a need for 5,094 beds by 2016.

The actual “need” for nursing home beds is of little consequence for this project, since The MED
has to provide care for skilled nursing patients within existing hospital beds, which are more
costly. It is anticipated that all of the patients in this new SNF unit will be referred by the
hospital. Moving skilled patients into a SNF unit on campus will result in a cost savings to the
hospital, even though the SNF unit, itself, may well experience higher expenses than revenue.
As such, the Applicant will experience a positive cash flow with the implementation of these
SNF beds, even though the SNF unit itself may experience a negative cash flow. Attachment
B.I.4 is a letter explaining why we need to transfer SNF patients from hospital beds to SNF beds.

A study of hospital discharges indicated the Applicant would have no problem in operating a 20
bed SNF unit at a high utilization rate. In September, 2013, an internal study was conducted
which analyzed hospital discharges within the previous fiscal year. The twelve month data
included a total of 15,435 total discharges from July 1, 2012 to June 30, 2013. Discharges
associated with MDC 14 & 15, pregnancy and childbirth, were discarded and the study focused
on the remaining 7,100 discharges. Within this number, a total of 572 different zip codes were
represented, and zip codes with in excess of 100 discharges were analyzed. The resultant 18 zip
codes showed that the vast majority of our patients originate from Shelby County, with the
majority of those cases being in the downtown area. The study showed a need for 20.03 SNF
beds for the top zip codes, and a total of 35.1 SNF beds (at full occupancy) for all discharges.
Again, the analysis revealed that the majority of bed need is based on neighborhoods
surrounding The MED, in particular, Downtown, Midtown, Whitehaven, Bellevue/McKenire,
Frayser and North Memphis.

We project having 16, 17, and 18 patients in Years 1 through 3, respectively.

In addition, the statutory 125 nursing home bed “pool” has not been overutilized during the past
ten years. While 1,250 new beds have been authorized (10 years x 125 beds), only 734 have
been approved. Note that at the time of submission of this application, 20 beds are pending in an
application that has been submitted but not yet heard by the HSDA. Therefore, even if the
additional 20 beds are approved, there remain ample beds (a total of 75 beds) from the pool to
approve this project.

See following chart:
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Statutory Nursing Home Bed Pool

Fiscal Year Approved
2013-2014 30*
2012-2013 90
2011-2012 68
2010-2011 92
2009-2010 21
2008-2009 76
2007-2008 125
2006-2007 85
2005-2006 64
2004-2005 83

Total 734 |

*additional 20 beds pending at time of writing
Source: HSDA Website

This is a clear indication that facilities are applying for these beds only when it is felt the beds
are needed — not just because the beds are available. Such is the case with this particular
application.

Finally, the approval of this project should not impact existing facilities in the County. First, the
requested beds (20) would result in an increase of only 0.5% of the total beds in the County.
Second, the patients we will serve are our own hospital patients who cannot be placed in existing
facilities. Third, the overall bed need in Shelby County is for 5,094 beds by 2016, and there are
only 3,934 beds available at the present time. Fourth, by converting an existing patient area at
our hospital, we are able to modify the physical plant for limited funds, making the transition to
nursing home very feasible from a financial standpoint. And fifth, the ability of the Applicant to
transfer skilled patients into skilled beds will result in an overall savings to the hospital by
decreasing the cost of care for these patients.

B. Occupancy and Size Standards:

1. A nursing home should maintain an average annual occupancy rate for all
licensed beds of at least 90 percent after two years of operation.

Response: We project having 16, 17, and 18 patients in Years 1 through 3, respectively.
Therefore, our projection indicates we will have 90% occupancy after two years of operation.
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2. There shall be no additional nursing home beds approved for a service area
unless each existing facility with 50 beds or more has achieved an average
annual occupancy rate of 95 percent. The circumstances of any nursing home,
which has been identified by the Regional Administrator, as consistently
noncomplying (sic) with quality assurance regulations shall be considered in
determining the service areas, average occupancy rate.

Response: This criteria will not be met.

The actual “need” for nursing home beds is of little consequence for this project, since The MED
has to provide care for skilled nursing patients within existing hospital beds, which are more
costly. It is anticipated that all of the patients in this new SNF unit will be referred by the
hospital. Moving skilled patients into a SNF unit on campus will result in a cost savings to the
hospital, even though the SNF unit, itself, may well experience higher expenses than revenue.
As such, the Applicant will experience a positive cash flow with the implementation of these
SNF beds, even though the SNF unit itself may experience a negative cash flow. Artachment
B.IA is a letter explaining why we need to transfer SNF patients from hospital beds to SNF beds.

3. A nursing home seeking approval to expand its bed capacity must have
maintained an occupancy rate of 95 percent for that previous year.

Response: N/A, as this is a new facility.

4. A free-standing nursing home shall have a capacity of at least 30 beds in order to
be approved. The Health Facilities Commission (sic) may make an exception to
this standard. A facility of less than 30 beds may be located in a sparsely
populated rural area where the population is not sufficient to justify a larger
facility. Also, a project may be developed in conjunction with a retirement
center where only a limited number of beds are needed for the residents of that
retirement center.

Response: N/A, as this is not a free-standing facility.
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SHELBY COUNTY HEALTH CARE CORFORATION

The uhdersigned natural person, having capacity

to contract and acting as the incorporator of a corpora=
tion under the Tennessee General Corporatien Ack, adopts =

the following Charter for such corporatien:

i. The name of the corporation is

SHELBY COUNTY HEALTH CARE CORPORATION

2. The duration of the corporatien is perpetual.
3. The address of tha principal office of the
. i
corporation in the State of Tennessee shall be 1300 -
One Commerce Sguare, Memphis, Shelby' County, Tennessee,

38103,
'4; + The c¢orporation is not~for-profit.

S: fhe pﬁrposes for which the'corporatioh ;s
organized are: _ ~
_(a)' To "establish, own, lease, acguire A
and aperate opé or more hospitals, cliﬁips o e g
and similar ﬁealth cafe:faciiities which \
shall actively engage in providing medical _
© care ﬁﬁ patients on its premlses, in its : :rx'{gé?-
féc"ities, ;hdAto provide = " ewa oznd
: treagment of the sick and injuréd includinq
the operatioen of laboratories and othar
facilities necessary to carry ouk its principle
purpose of providing medical care, with no
part of the net earhings inﬁring to the
benefit of any inco;porator, Qirector or any

other person or persons. The Board of Directors



who in the judgment of the Board of Directors
are unable to pay therefore, whatever sarvice
or care théy require without charge, but shall
charge the persons, able to pay, wha may re-
ceive the benefits of its service or care what
the Directors shall deem to be reasanable com-
pensation, according to the rules and regula-

tions which the Board of Directors may prescribe.

(b} This corporation is organized and shall
be cperaéed exclusiéely for charit;big,
scientiﬁic, literary, religious and educational
pur?oseé, no part of the net earnings of which
shall inure to.the benefit of any incorperator,
director, or any other person or persons; no
substénﬁiél'part of the activ;ties shall be td
carry on propaganda, orlotherwis; attempt to
influence legislation, and tﬁa cerporatian
ghall notwﬁgrficipate in, or intervene in
(including the publishing or distributing of

statementsi any political campaién.

{c) To have and exerclse all of the pavers

o

as are permitted a corporatlon not-for-profit™

by the Tennessee General Carporation- Act.

{d) Not&ithstandiné any other'provision of
this Charter, this corporation shall noﬁ caxwy
on any aﬁtiyity nf exercise any_power not

_ parmitted to be carried on by (a) a corporation
axenmpt LU - casial fncome Tax under s501e) (3)
of the Internal Revenue Code of 1554 or the

correspanding provision of any future United

-

e

LA,

ey



States Internal Revenue Law or (b) a corpora-
tion, contributions to which are deductible
under sl70{c)(2) of the Internal Revenue Code
of 1954 or any other correspanding provision
of any f£uture United States Internal Revenue

Law. ' i

§. This corporation is to have na members.

7. The govarning body of thls corporation shall.
be a Board ef Directors who shall manage its business
and affairs. The Directors shall bs of legal aga., The
number of Directars shall be ten (10} all of whom shall "
be appointed by the Mayor of Shelby County, Tennassae;
however, the Mayor shall appoint three (3) of the
Directors thaﬁ have been approved by Methodist Hcspitalsl
of Memphis and three (3) other Directors who have been
approved by €ﬁe University of Tennessee. ‘said Mayor
shall appoint as one of the other Directors the Administrator
of the hospital'whichis owned, leased, and/or managed
by this corporation., The Director who is the Administratar'
of the said hospital shall be an ex officio director
with no vote and who will not be counted for quorum

purposes.

?. By-Laws of this corporation shall be adoptad,
amend;d or repealed By the Board of Directors by such
vate ;s may be specified in ;he'ByeLaws. ,:

; :

9. In the avent of dissblution, the residual .
assets of the organization will be tuwped ~ = »r rog .
or more organizations which themselves are exempt as”
organizations described in §§501(c) (3) and 170({c) (2)

of the Internal Revenue Code of 1954 or corraspanding

sections of any prior or future Internal Revenue Cade,



or to the Faderal, State OX local governmant for ex-
clusively public purposes.

10, Whenever under the Tennessee Genaral Corparation

Aot Directors-are required or permitted to take any
action by vote, such actlon may be taken without a
meeting on wrxtten ccnsant in which there is set forth
the act;on s taken and whlch is signed by all of the

Directors entitled to yote thereon.

DATED Ehis " gg"_ﬁf day qf' g;_.gmg , 1981,

___'/ézw,;» 7”4«?

Incorporator

o

— =
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ARTICLEDS OF AKINDMENT TC TUE CHARTER
' OF
SHELAT COUNTY HEALTH CARE CORPORATION

e ~m

T K
L

w1

v - - )
Pursuant .ta the provisions of Section 4B-~60-105 of the
Tennessee Neeprafit Corporation Act, the undersigned corporation

adeptos tho fellewing articles of anendment to Lts chartex:

The name ¢f the rocpsration is

SUELRY COUNTY HEALTH CARE CORPORATION

2, .The texs of cach amendment adopted 15:

Article No. 3 of the charker is nereby deleted in 1ts
eatirety, and the following substiruted theretor:

The complete addrosy of the corporation's principal

"X (a) :
wlfice is: 8§17 Jaefferson Svenue, Memphis, Shelby
County, Tennessee, 15107. .
The} The complate address of the corperstion’s current
registored office in Tennasgee is: Suite 1206, One
Commerce Square, Memphis, Shelby Couniy, Tennessee,
38103, - ;
tc) The name of the current ragistered ageant to be kS
Gavin M. 2

lécated at the adéress listed in 3{b) is:
Gentry,“" :

Article No. 106 of the charter is hereby deloted, and the
following substituced therefors’

"10. This corparation is a publie beaefit corperation.”

The foellewing articles are added te the charter:
*l%. This corporation is net a religious corporation.
i2. Directors of this corporation shall not be personally .
liable to the corporation for mopnetary damages for
breach of fiduciary duty as a directoz, except for the
folloving: ({a) For any breach of the director’s ducy of
loyalty to the corporation; (bj For acts or omissions
#0t -in good faith or which invelve intentional
misconduet or o kaowing vielation of law; or {e}-
Liability for unlawful distributions under §48-58-304 af )
the Tennessee Nonproflt Corporation Act. Nothing in- e
this article is intended to limit, medify or wiaivé the :
immunity afforded directors under §48-58-60L of the
Tennessee Honprofis Corporation Act.® o

3. The corporation is a ponprofit corporatlon,

4. The amendment was duly adopted on  feeand A%, /592
by the board of directors withouz membef$' Approval, &5 Such Is

ot yequired, there being no nenmbors, o s
e g w e e e T o 4 Lol B " B 'Y 3
5. Additional approval for the amendment (as permitisd by B 3

§48~E0~301 of the Tennessee Nonprofi: Corporation Ach) w:
requiiled. ? corpaz : a K R

/P?/g«éa ' :
SHELBY COUWTY HEALYH CAHE n
Ty e v CORFPORATION

fresident BY: .
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SECRE G ARINIELES OF AMENDMENT TO THE CHARTER

a5 HAY 13 M & 1T OF THE
5BRLBY COUNTY HEALTH CARE CORPORATION

tinder the authority of Section 48-1-303 of the Penneasee
General Corporation Act, Shelby County Health Care Corporation
amends its charter as follows:

All of the provisions of the charter remain the same except
paragraph 7, which is hereby deleted and the ﬁallc'wing

subgtituted therefor:
‘7. The governing body of this corporation shall be a Board

of Directors who shall manage its business and affairs. The
Directors shall bhe of legal zge. The Board of Directors shall
congist of twelve (12) regular voting members to be appointed by
the Mayor of Shelby County, Tennessee, and three (3) non-voting

ex-officio wembers as follows:
(a} The twelve (12) regular voting Directora shall bhe

appointed by the Mayor of Shelby County, Tennszsse (pibject to the
appraval by the Baa&& of Commigsioners of Shelby County. The
initial term of the regular voting Directors shall be as follows:
four (4) shall be asppointed for one (1) vear, four (4) for two
{2) years, and four (4) for three {(3) vears. After the initisl

term, all Directors shull have three (3) vear terma.
(b) ‘The Board of Directors shall choose & Cheirman from the

twelve (12) regular voting Directors and the term of a Chairman
will be for osne (1) yesr, A Chairman may not serve more than

five (5} sur ossive tarms,




(¢} In additior to tw:lve (12) regular voting Directors,
the following three {3) ' arsons shall be ex-¢ ficio non-voting

Directors: the Admini itrator of the Hospital. the Medical
Dirvector of the hug ital, and the President of the Medical Staff.

Ry-officio Directors shall not be counted for gquorum purposes.
The amordment was duly adopted at a meeting of (¢ Diractors
4
on the 277 Bay of _fYlafcH __, 1986, there being no members.
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The Amendment iz to bLe effective when these Articles of
Amendment are filed with the Secretary of State, State of

Tentessae,

pated: A —27- 2L

SHELBY COURTY HEALYR CARE
QORPORRTION
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OF

Under the authority of Section 48~1~303 of the Tennessee
General Corporation Act, Shelby County Health Care ;:oz?orats‘.on
amends its Charter as follows:

1. 9« pame of the corporation is SHELBY COUNTY HEALTH
CARE CORVURATION.

2. The Amendment adopted is a change in paragraph 7, which
is deleted and for which the following is substituted:

7. The governing body of this corporation shall be a Board
of Directors who shall manage its businesg and a%fairs. The
Directors shali be of legal age. The Board of Directors shall
consist of twelve €12} voting members to be appointed by the Mayor
of Shelby County, Tennessee and one (1) non~woting ex officio
wember as followss

{a) The twelve (12) regular voting Directors shall

be appointed by the Mavor of Shelby County, Tennessee

subject to the approval by the Board of Commissioners of

Shelby County. ¢ wnitial term of the regular voting

Directors shall be as follows: four (4) shall be appointed

for one (1) vear, four (4} for two {2} years and four (4)

for three (3} years. After the initial term, all Directors

shall have three {3} year terms.

(b} The Board of Directors shall choose a Chairman
from the twelve (12} regular voting Directors and the tém
of the Chairman will be for one (1} yeax.. A Chairman may

Hot serve more than five (5) successive terms,
? :




{cy In addition to the twelve (12} regular voting
Directors, the Administrator of the Hospital shall be an
ex officio Director with no vote and shall not be counted
for quorum purpoges.

3. All other provisions shall remaln unchanged.
4. The Bmendment was duly adopted at a meeting of the

Directors on April 25, 1985, there being no menoers.




The ﬁ?endment is to be effective when these Articles of
i'ﬂ- ooy tt . .
Amg%nﬂ éi}ce‘r‘fhed with the Secretary of State, State of Tennessee,
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o Certificate of Existence

o STATE OF TENNESSEE
y = Tre Hargett, Secretary of State
= Division of Business Services

William R. Snodgrass Tower
312 Rosa L. Parks AVE, 6th FL.
Nashvilie, TN 37243-1102

L [}
e ®
T

E GRAHAM BAKER JR ESQ August 17, 2012

1175 TRAVELERS RIDGE DRIVE
NASHVILLE, TN 37220

Request Type: Certificate of Existence/Authorization Issuance Date; 08/17/2012

Request #: 0074317 Copies Requested: 1
Document Recelipt

Receipt #: 809248 Filing Fee: $22.25

Payment-Credit Card - TennesseeAnytime Online Payment #: 146625756 $22.25

Regarding: SHELBY COUNTY HEALTH CARE CORPORATION

Filing Type: Corporation Non-Prafit - Domestic Control #: 104378
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Attachment A.5

DRAFT
DEVELOPMENT AND MANAGEMENT SERVICES AGREEMENT

THIS DEVELOPMENT AND MANAGEMENT SERVICES AGREEMENT (the
“Agreement”) is made and entered into as of this _ day of ___ 2014, to be effective as
provided herein, by and between (“COMPANY”), and SHELBY
COUNTY HEALTH CARE CORPORATION d/b/a as the REGIONAL MEDICAL
CENTER AT MEMPHIS (“MED” or the “Owner”), located in Memphis, Tennessee.

RECITALS:

A. MED intends to develop, construct and operate a skilled nursing facility (the

“Facility”). MED intends to operate the Facility as a department of the hospital.

B. COMPANY has acquired certain training, technical skills and experience with
respect to the management of skilled nursing facilities, and MED desires to obtain the services of

COMPANY to assist in the development and management of the Facility.

C. COMPANY is willing to render services as described in this Agreement in

accordance with the terms and conditions hereinafter set forth.

1. TERM.
The initial term of this Agreement (“Initial Term”) shall commence on , 2014 (the
“Effective Date”), and shall terminate on the anniversary of the date the Facility

commences operations (the “Commencement Date™), unless sooner terminated as provided
herein. Following the Initial Term, this Agreement shall automatically renew for successive
periods of  years duration each (the “Renewal Terms”), unless one party gives the
other party at least sixty (60) days written notice of non-renewal. The Initial Term and the
Renewal Terms are collectively referred to in this Agreement as the “Term.” The terms and

conditions for the Renewal Terms shall be substantially similar to those of the Initial Term.



2. RETENTION OF AUTHORITY.

Throughout the Term, MED shall retain all authority and control over the business,
policies, operations and assets of the Facility, except as specifically provided herein, and MED,
acting through its Designee, shall retain the final authority and responsibility for all matters
pertaining to the operations of the Facility. MED does not delegate to COMPANY any of the
powers, duties and responsibilities required to be retained by MED under law and shall be the
owner and holder of all certificates and licenses issued under authority of law for operation of the
Facility by MED. MED shall be the owner and holder of all accreditation certificates and
contracts entered into by or on behalf of MED. COMPANY shall perform the Development and
Management Services (as defined below) in accordance with the policies, bylaws and directives
of MED. MED shall communicate all relevant policies and directives to COMPANY.
COMPANY shall be entitled to rely on and assume the validity of communications from, and
shall report to, the MED Designee. All medical and professional matters shall be MED’s sole
responsibility. The relationship between the parties hereto is not one of partners or joint
venturers, but rather, COMPANY is acting as an independent contractor in discharging its duties
hereunder and as agent for MED in the purchase of any services or tangible personal property to

be incorporated into or consumed in the operation of the Facility.

3. DEVELOPMENT SERVICES.

From the Effective Date through the Commencement Date, COMPANY shall assist MED
in developing an skilled nursing facility by providing the services listed on Exhibit A (the
“Development Services”) and shall assist the MED and its consultants with completion of a

Certificate of Need application for the Facility.



4. MANAGEMENT SERVICES.

From the Commencement Date and thereafter throughout the Term, COMPANY shall

provide the following services to the Facility (the “Management Services”):

(a) General. Subject to the limitations and conditions set forth in this Agreement,
COMPANY, as manager of the Facility, shall have the authority and responsibility to conduct,
supervise, and manage the day-to-day operations of the Facility subject to the control of the
MED Designee, which shall continue to have final authority in all matters relating to the
Facility’s operations. COMPANY shall be expected to exercise its best judgment in its
management activities. COMPANY shall have responsibility and commensurate authority,
subject to the written policies of MED, for all activities described in this Section 4 and for those
activities described in Exhibit B to this agreement. Although MED is delegating the
management of the Facility to COMPANY in accordance with the terms of this Agreement, all
decisions with respect to the business and operations of the Facility are subject to approval by
MED’s Designee except as otherwise provided herein. COMPANY shall have no authority to
enter into any contracts or obligations on behalf of MED without the prior approval of the

Designee.

(b)  Major Decisions. In conjunction with the performance of its duties as described

in this Agreement, COMPANY shall obtain prior written approval from the MED Designee prior
to undertaking any major decisions (“Major Decisions”). Major Decisions shall be defined as,
but not be limited to, the following: (i) Sale of assets out of the ordinary course of business; (ii)
Purchase of assets not included in the Facility’s approved budget or not related to the business of
the Facility; (iii) Incurrence of debt or lease obligations by the Facility not in the ordinary course
of business; (iv) Entering into professional service provider contracts (e.g. Pathology,
Anesthesia) or support service contracts (e.g. Housekeeping, Maintenance); (v) Establishment of
or change to Facility fee schedule; (vi) Entering into or termination of any other third party
contract; (vii) Approval of annual Facility operating and capital budget; (viii) Capital
expenditures in any one fiscal year that total more than $50,000 and are not included in the

Facility’s approved budget; (ix) Adjustments to the Facility’s wage/salary/benefit program for



employees; (x) Approval and payment of reimbursement to COMPANY employees; (x1)
Establishment of or change in Facility’s credentialing policies, procedures or protocols; (xii)
Establishment of or change in Facility’s Quality Assurance Plan, policies, procedures or
protocols; (xiii) Taking any action or implementation of any policy that COMPANY believes
could significantly involve an analysis or interpretation of any State or Federal laws, rules or
regulations dealing with fraud and abuse or other similar matters; (xiv) Entering into any contract
or agreement on behalf of the Facility that is not subject to termination without cause on thirty
(30) days or less prior notice and involves either the expenditure of or receipt of more than
$20,000 by the Facility; (xv) Establishment of or change in any Facility policy, procedure or
protocol dealing with payor mix or the provision of charity care to, or access to the Facility by,
all patients or the conduct of any charitable activities pursuant to the Facility’s Charity Care
Policy; (xvi) Entering into any agreement or contract on behalf of the Facility with any entity
affiliated with the Facility through direct or indirect ownership or by existing contract or
agreement. The MED Designee has the right, at any time during the term of this Agreement, to
change the definition of what constitutes Major Decisions to include additional items that require
approval by the Designee prior to COMPANY taking any such action. COMPANY may seek
written Designee approval before taking any action in addition to one of the Major Decisions
which is related to the development or management of the Facility. If there is any reasonable
doubt as to whether an action would be considered to be a Major Decision, COMPANY will

seek guidance from the Designee.

(c) Account Team. COMPANY shall provide to the Facility a dedicated account

team with such team to be comprised of the following persons:

(1) COMPANY’s Executive. A COMPANY Executive will have overall

accountability for the quality and value of COMPANY’s services to Facility, and will have
overall responsibility for coordination of key initiatives pursued through this Agreement and for
COMPANY’s performance of its duties under this Agreement. The COMPANY Executive, or
his designee, shall attend the regularly-scheduled monthly or quarterly meetings of the MED
Designee. The COMPANY Executive shall attend such other meetings as may be necessary to
effect the intent of this Agreement, and the Designee shall be entitled to a special meeting with

the COMPANY Executive upon reasonable notice. Beginning on the Commencement Date, and



prior to the beginning of every calendar year hereafter, MED shall providle COMPANY with a

calendar containing the dates of all regularly-scheduled monthly or quarterly Designee meetings.

(i1) Administrator. Upon approval of the CON application COMPANY shall
select, employ, supervise and train a Facility administrator who is reasonably acceptable to MED
(the “Administrator”) to oversee, on a full-time, on-site basis, the execution and performance of
the administrative functions of the Facility. The parties acknowledge and agree that neither the
Administrator nor COMPANY shall be ultimately responsible for any medical or professional
matters relating to the Facility. The Administrator and COMPANY may consult with MED and
make recommendations concerning such matters from time to time; however, MED shall be
solely responsible for all final decisions and actions taken with respect to medical and

professional matters.

(iii)  Responsibility for Employer Obligations. COMPANY shall be.

responsible for the payment of compensation, fringe benefits, insurance, licensing fees and
employer-paid taxes of all personnel employed by COMPANY, including without limitation, the
COMPANY Representative and the Administrator, as well as for the maintenance of workers’
compensation coverage and occupational health and safety programs to the extent required by
applicable law. COMPANY shall pay all taxes related to its employees, including without
limitation, the COMPANY Representative and the Administrator, (i.e. FICA, FUTA, workers’
compensation, state unemployment, etc.). COMPANY shall comply with all applicable
provisions of the Consolidated Omnibus Budget Reconciliation Act (‘COBRA”) as they pertain
to such employees, as well as with any and all other obligations under applicable federal, state

and local laws relating to an employer’s obligations toward its employees.

(d)  Management Plan and Reports. COMPANY shall annually prepare and submit

to the Designee for review and approval an annual management plan (the “Management Plan”)
designed to implement the goals and objectives for the Facility, which will set forth the methods
and resources to be used and a proposed timetable to be observed to achieve such goals and
objectives. Upon acceptance of the final Management Plan as revised and approved by the
Designee, the Designee will cause MED’s management to use reasonable commercial efforts to

take or cooperate with the actions recommended. The initial proposed Management Plan shall



be delivered to the Designee within sixty (60) days of the Effective Date, and any subsequent
proposed plans shall be delivered to the Designee no later than the last day of each fiscal year of
MED. COMPANY shall deliver to the Designee an annual written report on the status of the

goals and objectives set forth in the Management Plan approved by the Designee.

(e) Other Plans and Reports. COMPANY agrees to provide to MED, for its review

and approval, the following plans and reports:

1) Consulting Reports. COMPANY will cause copies of all consulting

reports prepared pursuant to this Agreement to be delivered to the Designee.

(ii) Monthly Executive Summaries. COMPANY, with assistance from

MED’s personnel, will provide the Designee with a monthly executive summary, “The
COMPANY Report”. Such summaries will contain sections describing: (1) the overall progress
of MED in implementing the Management Plan; (2) the performance of MED’s management,
and their effectiveness in implementing the Management Plan approved by the Designee; (3) the
status of relationships between MED and its customers, chiefly surgeons and patients utilizing
MED; (4)such other information which COMPANY considers appropriate for Designee

discussion; and (5) such other matters as the Designee shall request from time to time.

® Advisory _Services. COMPANY will provide consulting support and

recommendations to MED’s management and the Designee regarding the following:

(1) Financial Statements. = COMPANY, with assistance from MED’s

personnel, will prepare and deliver to the Designee the monthly financial package and monthly
financial reports in a timely manner as follows: (1) reports on both the month and year to date
basis, (2) statement of income and expenses including explanation of budget variances, (3) key
financial statistics, and (4) key operating performance statistics. COMPANY shall not provide
audit services, nor perform the functions of a certified public accounting firm, and any fees

charged by MED’s indef)endent auditors shall be the sole responsibility of MED.

(ii)  Budgets. COMPANY, with assistance from MED’s personnel, will
prepare and submit to the Designee for approval the yearly budgets for the Facility, including the

development of a timeline for budget preparation. COMPANY shall assist MED’s management



in developing the following budgets each year for review, approval, disapproval or modification

by the Designee;

(H) A capital expenditure budget outlining a program of capital

expenditures for the next fiscal year.

(2) An operating budget setting forth an estimate of operating
revenues and expenses for the coming fiscal year, together with an explanation of anticipated
changes in facility utilization and services offered to patients, charges to patients, payroll rates
and positions, non-wage cost increases, and other factors differing significantly from the then

current year.

3) Recommendations as to the sources and amounts of additional cash

flow that may be required to meet operating and capital requirements.

(iii)  Corporate Compliance. COMPANY agrees to and will comply with the

requirements of MED’s compliance program in carrying out its duties under this Agreement, to
bring items of potential noncompliance to the attention of MED when discovered by
COMPANY and, at the direction of the Designee, to take corrective action prescribed by the
Designee once any item of noncompliance is identified; provided that the costs (including,
without limitation, legal and consulting fees and expenses incurred in undertaking any corrective
action) required to develop, implement, update and maintain the compliance program shall be the
sole responsibility of MED. In providing development, management and consulting services to
Facility and performing its obligations hereunder, COMPANY shall act in accordance with all
applicable federal, state and local statutes, including without limitation the applicable Medicare

conditions of participation, and shall act in good faith.

(iv)  Contract Review. COMPANY will negotiate proposed contracts for

services by medical, paramedical and other persons and organizations, and for the services
concerning the maintenance and repair of the physical plant of the Facility and make
recommendations to the Designee regarding such contracts. All such consulting support and
recommendations by COMPANY shall be provided from a business perspective and shall not

involve any legal analysis of such contracts.



(v) New Procedures. COMPANY shall evaluate opportunities to provide new

clinical procedures, perform a feasibility analysis of each proposed procedure and provide
guidance through the process of implementing new services, provided that COMPANY will not

provide medical or clinical advice as part of its services.

(vi)  Financial Consultation. =~ COMPANY will evaluate debt financing

alternatives, analyze capital equipment purchases and evaluate appropriate levels of general and

medical liability insurance coverage.

(vil) Performance Measurement. COMPANY will advise as to the

measurement of financial performance, productivity and expense management as follows:
COMPANY shall provide appropriate national benchmarks for all the Facility’s operating and
financial performance indicators, a monthly report comparing the Facility’s performance to the
benchmark targets, and recommendations on ways to meet or exceed such targets. COMPANY
shall conduct an annual surgeon satisfaction survey and shall summarize and report the results of

such survey to the Designee for consideration and appropriate action.

(viii) Quality Measurement. COMPANY will advise as to the measurement of

quality and safety as follows: COMPANY shall provide current national quality performance
benchmarks and advise MED’s management on the appropriate accumulation of data and
information and will provide a monthly report comparing the Facility’s quality performance to

such benchmarks for the Designee’s consideration and action.

(ix)  Audit Oversight. COMPANY shall work directly with MED’s audit firm

to assure the timely completion of the annual financial audit of the Facility.

(x) Accreditation. Approximately six (6) months before each scheduled
accreditation survey, COMPANY shall work with MED Accreditation personnel to perform a
mock survey of the Facility and shall report its findings, along with a corrective action plan, to

the Designee.

(2) Facility Personnel. MED shall be the employer of all non-professional Facility

personnel, other than the Administrator and other personnel employed by COMPANY or its

affiliates who are performing Development or Management Services for the Facility, all of



whom shall nevertheless be subject to the supervision of COMPANY. COMPANY shall design
and implement training programs for all managerial and administrative personnel at the Facility
and shall ensure that such personnel are properly qualified and trained and satisfy, at a minimum,
all educational and competency requirements established by federal and state regulatory agencies
and accrediting bodies. COMPANY shall cooperate with MED in addressing employee issues,
including without limitation, enforcing MED policies and procedures, participating in
employment-related investigations, providing training to all Facility personnel regarding
employment issues (e.g., anti-harassment, diversity, etc.), assisting in resolving employee
complaints and in the defense of employment-related claims, and taking responsibility for
workplace safety and other related issues. MED shall retain ultimate authority over the hiring,
disciplining and termination of all management and administrative personnel working at the
Facility. =~ COMPANY shall be responsible for preparing an annual evaluation of the
Administrator and preparing recommended evaluations for all MED employees working at the

Facility.

(h)  Notices to MED. COMPANY shall promptly notify MED of the following and

all relevant facts related thereto:

(i) Any occurrence, event or condition known to COMPANY that could
materially impair the health or safety of any patients of the Facility or the ability of

COMPANY to perform its obligations under this Agreement;
(ii) Any defective or inoperative equipment at the Facility;

(ili)  The existence and basis of any charges, suit, investigation, audit
disciplinary action or other proceeding against COMPANY or any member of the
Facility’s Medical Staff or MED employee or any subcontractor or service contractor to
the Facility or any Affiliate of COMPANY and any claim by any plaintiff, governmental
ageﬁcy, health care facility, peer review organization or professional society which
involves any allegation of incompetence or professional misconduct by COMPANY or

any employees or service providers of the Facility; and



(iv)  Any issues relating to the Facility’s Medical Staff or any Facility
personnel, including without limitation, complaints, allegations, threats or incidents of
actual or alleged misconduct, and workplace safety violations; work-related injuries and
accidents; changes in job functions and duties; any misclassifications regarding workers’
compensation; union organizing activities; claims of harassment or unfair or abusive

treatment.

) Standards of Conduct. COMPANY shall perform its duties and obligations

under this Agreement in a competent, professional and ethical manner in compliance with all
rules of professional conduct, applicable federal and state laws and regulations and standards of
applicable accreditation organizations, including the standards of the Joint Commission on

Accreditation of Healthcare Organizations (“JCAHO”).

1)) Community Benefit Objectives. The parties hereto acknowledge that the

purpose and business of MED shall be to operate the Facility in Shelby County, Tennessee to
promote health and provide services in a non-discriminatory manner to individuals without
regard to race, creed, national origin, gender, payor source or the ability to pay forvseryices, to
provide health care services in a manner that furthers the charitable purposes of the Hospital by
promoting health for a broad cross-section of the community, and to generally engage in such
other business and activities and to do any and all other acts and things in furtherance of the
purposes of MED as set forth in its Bylaws and the Charity Care Policy each as amended from
time to time. The Facility shall be operated and managed in a manner that will not cause the
Hospital to act other than exclusively in furtherance of its tax-exempt purpose, adversely affect
its tax-exempt status under Section 501(c)(3) of the Internal Revenue Code, or generate income
for the Hospital which is subject to federal taxation. The duty of MED to operate in a manner
that furthers the charitable purpose of the Hospital as described above overrides any duty of
MED to operate for the financial benefit of its members. At the request of COMPANY, the
Designee shall provide timely guidance and assistance to COMPANY in accomplishing said
purposes, including but not limited to those set forth in the preceding sentence. COMPANY,
with the support and guidance of the Designee shall: (i) implement the Charity Care Policy and,
(ii) provide the Designee with quarterly reports regarding MED compliance with the Charity

Care Policy.
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3. RESTRICTIVE COVENANT.

(a) Covenant Not to Hire. During the Term neither party will, directly or indirectly,

through an Affiliate or separate employee leasing or staffing company or otherwise, employ or
solicit for employment any employee of the other party, unless the other party gives its written
consent thereto. Each party recognizes and agrees that monetary damages are not an adequate
remedy for a breach of this covenant not-to-hire. Each party agrees that irreparable damage will
result to the other party and its business from a breach of this covenant, and that, in the event of a
breach or a threatened breach of this covenant, in addition to monetary damages, the other party

shall be entitled to an injunction enjoining such party from violating this covenant.

(b) Covenant Against Conflicting Engagements. During the Term, COMPANY

will not, directly or indirectly, through an Affiliate or otherwise, establish, own, operate, provide
services for or invest or otherwise participate in any hospital-based or freestanding skilled
nursing center within miles of the Facility, except for management agreements of
COMPANY that are in existence on the date hereof and any renewals thereof. COMPANY
recognizes and agrees that monetary damages are not an adequate remedy for a breach of this
restrictive covenant. COMPANY agrees that irreparable damage will result to MED and its
business from a breach of this covenant, and that, in the event of a breach or a threatened breach
of this covenant, in addition to monetary damages, MED shall be entitled to an injunction

¢njoining COMPANY from violating this covenant.
6. FEES.

(a) Development Fees. For Development Services rendered by COMPANY

pursuant to this Agreement, MED shall pay COMPANY a monthly development fee of Seven
Thousand Five Hundred Dollars ($7,500), on the first day of each calendar month beginning
, 2014. All fees are in addition to, and not in lieu of, all other payments

and reimbursements to be made by MED to COMPANY under the terms of this Agreement.

Upon execution of this Agreement, MED shall take all necessary steps to initiate and authorize
payment of the Fee through wire transfer to COMPANY’s account. Such transfer shall occur on

or before the 1* business day of each month for services to be rendered during the month.

-11 -



(b) Management Services Fee. In consideration for the Management Services to be

provided to MED by COMPANY during the Term of this Agreement, MED shall pay

COMPANY beginning on the Commencement Date a monthly fee (the “Fee”) equal to the
greater of (i) $7,500 per month or (i) ___ percent of the Facility’s monthly Net Revenues.
The Fee shall be payable monthly and shall be prorated based upon any partial calendar month
for which payment is due. The term “Net Revenues” shall mean the Facility’s gross patient
revenues, less contractual allowances, and reasonable reserves for bad debt and charity care
determined in accordance with generally acceptable accounting practices, consistently applied.
COMPANY will provide a separate and itemized invoice for the Management Services Fee. All
fees are in addition to, and not in lieu of, all other payments and reimbursements to be made by
MED to COMPANY under the terms of this Agreement. Upon execution of this Agreement,
MED shall take all necessary steps to initiate and authorize payment of the Fee through wire
transfer to COMPANY’s account. Such transfer shall occur on or before the 5th business day of
each month for services rendered during the immediately-preceding month. In the event that the
final Net Revenues for the immediately-preceding month cannot be determined by the 5th
business day, MED shall advise COMPANY of the estimated Net Revenues for the month and
the parties agree that a “true up” calculation will occur in the subsequent month based upon any

difference between MED’s estimate and the actual Net Revenues for the month.

() Travel and Out-of-Pocket Expenses. MED agrees to reimburse COMPANY for

all reasonable and necessary travel-related and out-of-pocket expenses incurred by COMPANY
providing services to the Facility in fulfillment of its obligations hereunder. The travel-related
and out-of-pocket expenses will be invoiced to MED, and MED agrees to pay all invoices for
travel-related and out-of-pocket expenses within fifteen (15) days of receipt. Travel-related
expenses will include reasonable transportation, lodging and meal expenses. Out-of-pocket
expenses will include costs related to printing, copying, telephone or electronic conferences and
overnight delivery charges. COMPANY will provide a separate and itemized invoice for travel-

related and out-of-pocket expenses.

(d) Reimbursement of Costs Relating to the Administrator. MED further

acknowledges that the Administrator shall be paid a salary or hourly wage by COMPANY, and,
in addition thereto, shall receive benefits from COMPANY in accordance with COMPANY’s
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then standard policies (such as health insurance, disability insurance, life insurance and
retirement plans). MED agrees to pay COMPANY through wire transfer to COMPANY’s
account, on or before the 5™ day of the month, before COMPANY’s payroll date, an amount
equal to the sum of (i) the salary or hourly wage of the Administrator plus (ii) the actual cost of
direct benefits and administrative costs related to COMPANY”s provision of the Administrator
plus (iii) COMPANY’s actual costs for statutory benefits related to the provision of the
Administrator, such as worker’s compensation, FICA, state unemployment and federal
unemployment payroll taxes. In addition thereto, MED agrees to reimburse COMPANY for the
following reasonable and necessary expenses incurred by COMPANY with respect to the
Administrator: business expenses, relocation and recruitment expenses, interim living expenses,
and severance expenses; provided, however, that COMPANY shall have obtained MED’s prior
written consent prior to incurring any business expenses. COMPANY shall invoice such
additional costs and expenses each month to MED with such invoice being due and payable
within fifteen (15) days from the date thereof. It is specifically understood and agreed that all
such amounts shall be considered payroll obligations of MED for purposes of setting priorities
for payment of MED’s obligations. COMPANY will provide a separate and itemized invoice for

costs relating to the Administrator.

7. DUTY TO COOPERATE.

The parties acknowledge that the parties’ mutual cooperation is critical to the ability of
COMPANY to perform its duties hereunder successfully and efficiently. Accordingly, each
party agrees to cooperate with the other fully in formulating and implementing goals and

objectives which are in the Facility’s best interest.

For the entire term of this Agreement, the MED shall name an individual Designee as the
formal representative of MED to COMPANY. This Designee shall receive and accept all formal
communications from COMPANY and shall be responsible for transmitting all formal
communications on behalf of MED to COMPANY. MED may change the Designee

representative at any time upon providing prior notice to COMPANY.

MED shall provide COMPANY with the following: (i) Work space during on-site visits

to include phone, FAX and online internet access if available; (ii) Reasonable access to the MED
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Designee at agreed-upon or scheduled times; (iii) Timely, accurate and complete responses to

reasonable COMPANY requests for data and information pertaining to Facility operations.

8. PROPRIETARY INFORMATION,

(a) COMPANY Systems. COMPANY retains all ownership and other rights in all

systems, manuals, computer software, materials and other information, in whatever form,
provided by or developed by COMPANY in the performance of its obligations hereunder
including, without limitation, any systems developed by COMPANY or licensed to COMPANY
from third parties and used to assist the Facility in performing operational activities in areas such
as reimbursement, charge master reviews, and productivity analysis (hereinafter collectively
referred to as “COMPANY Systems”); and nothing contained in this Agreement shall be
construed as a license or transfer of such COMPANY Systems or any portion thereof, either
during the Term of this Agreement or thereafter. Upon the termination or expiration of this
Agreement, COMPANY shall have the right to retain all such COMPANY Systems, and MED
shall upon request deliver to COMPANY all such COMPANY Systems in its possession.

Notwithstanding the foregoing, COMPANY hereby grants to MED, and its successors and
assigns, a perpetual, royalty-free, fully-paid, non-exclusive right and license to use at the
Facility’s current location the COMPANY Systems specifically tailored or designed for the
Facility, and all materials, policies, procedures and information delivered through COMPANY
for use at the Facility, including the rights to copy, modify and create derivative works from such
COMPANY for use in the Facility without the express written consent of COMPANY, but.not
for any other purpose, after the termination or expiration of this Agreement for any reason.
Furthermore, COMPANY agrees that it will not affix a copyright legend to any written materials

specifically prepared for the Facility.

(b)  Proprietary Information. Each party recognizes that due to the nature of this

Agreement, it will have access to information of a proprietary nature owned by the other party
and its Affiliates, including, without limitation, business plans, financial analyses, fee schedules,
managed care contracts, computer programs (whether or not completed or in use), operating
manuals and similar materials, forms, contracts, policies, procedures and other information used

or employed by them for the operation of their facilities and medical offices. Each party
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acknowledges and agrees that all such information constitutes confidential and proprietary
information of the other party and agrees to keep such information and the terms and conditions
of this Agreement in strictest confidence. Each party hereby waives any and all right, title and
interest in and to such proprietary information of another party and agrees to return all copies of
such proprietary information and information related thereto to the applicable party, at the

expense of the returning party, upon the expiration or termination of this Agreement.

(c) Confidentiality. Each party acknowledges and agrees that the other party and its
respective Affiliates are entitled to prevent their compétitors from obtaining and utilizing their
respective proprietary information. Therefore, each of the parties agrees to hold the proprietary
information of the other party and its respective Affiliates in the strictest confidence and not to
disclose it or allow it to be disclosed, directly or indirectly, to any person or entity other than as
expressly provided herein without such other party's prior written consent. Each party shall
disclose proprietary information of the other party only to (i) its employees or consultants who
have a need to know such information in connection with the performance of its obligations
under this Agreement and who are legally bound to protect the confidentiality of such
information to the same extent as provided herein or (ii) to those persons or entities who are
employed by or affiliated with the party owning such proprietary information. Each party shall
protect the other party’s proprietary information by using the same degree of care, but not less
than a reasonable degree of care, to prevent the unauthorized use, dissemination, publication of
or access to the other party’s proprietary information as it uses to protect its own proprietary

information.

2 FACILITIES AND RECORDS,

(a) Access to Records. During the Term, MED shall give COMPANY full access to

such portions of Facility, its facilities, and their records as COMPANY may reasonably require

in order to discharge its duties hereunder.

(b)  Medical Records. The medical records of the Facility’s patients are the property

of MED and shall remain on the Facility’s premises or other facilities under the supervision and
control of MED. During the Term of this Agreement, subject' to all applicable HIPAA

regulations, COMPANY shall at all times be provided free and complete access to such medical
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records and may copy all or any part of the same for such purposes as are consistent with its
duties and responsibilities under this Agreement. COMPANY shall maintain the confidentiality

of patient records, except to the extent that disclosure is required by law or legal process.

(c) Other Records. All other records generated at the Facility or by MED or by

COMPANY relating to the provision of Development or Management Services for the Facility
are the property of MED, COMPANY shall maintain the confidentiality of Facility’s records
and other information regarding Facility, except to the extent that disclosure is required by law or

legal process.

(d) COMPANY Systems-Confidentiality. MED acknowledges that COMPANY

has invested a significant amount of its resources in developing and maintaining the Systems and
that the value to COMPANY of these Systems may be diminished or destroyed if MED discloses
information concerning the Systems or any portion thereof to a third-party. Accordingly, MED
shall maintain the confidentiality of the Systems. MED shall not knowingly duplicate or
knowingly permit the duplication of any portion of the Systems and shall not permit access to the
Systems by its personnel or any third party other than on a strict “need-to-know” basis and in the
ordinary course of business. MED shall not loan, lease, or otherwise permit the use of any of the
Systems by any other person or entity, regardless of its relationship to MED. MED shall notify
COMPANY of any suspected or actual breach of these confidentiality requirements. The

provisions of this section shall survive any termination or expiration of this Agreement.

(e) Access. Upon the written request of the Secretary of Health and Human Services,
the Comptroller General, or any of their duly authorized representatives, COMPANY will make
available those contracts, books, documents and records necessary to certify the nature and
extent of the costs of providing services under this Agreement. Such inspection shall be
available up to four (4) years after the rendering of such services. If COMPANY carries out any
of the duties of this Agreement through a subcontract with a value of $10,000 or more over a
twelve (12) month period with a related individual or organization, COMPANY agrees to
include this requirement in any such subcontract. This section is included pursuant to and is
governed by the requirements of Public Law 96-499, Sec. 952, and the regulations promulgated

thereunder.
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10. BREACH.

In the event of a breach of any obligation or covenant under this Agreement, the non-
breaching party may give the breaching party written notice of the specifics of the breach, and if
it does not involve a breach of an obligation to pay money the breaching party shall have thirty
(30) days from the date of the receipt of the notice in which to cure the breach or if it involves
the breach of an obligation to pay money, the breaching party shall have five (5) business days
from the date of the receipt of the notice in which to cure the breach (in either case, the “Cure
Period”). Only if the breach is not cured within said Cure Period shall the non-breaching party
be entitled to pursue any remedies it may have by reason of the breach, including, but not limited
to, the termination of this Agreement. A waiver of any breach of this Agreement shall not
constitute a waiver of any future breaches of this Agreement, whether of a similar or dissimilar

nature.

11. INDEMNIFICATION AND INSURANCE.

(a) Indemnification by MED. MED shall indemnify, defend and hold harmless
COMPANY, its shareholders, members, directors, officers, employees and agents (each, a
“MED-Indemnified Party”) from and against any and all judgments, losses, claims, damages,
liabilities, sanctions, penalties, fines, costs and expenses (including reasonable attorneys’ fees
and expenses paid or incurred by a MED-Indemnified Party) which may be asserted against or
incurred by any MED-Indemnified Party arising out of any act or omission of MED or its
directors, officers, managers, trustees, employees or agents that constitutes negligence,

intentional misconduct or breach of the terms of this Agreement.

(b) Indemnification by COMPANY. COMPANY shall indemnify, defend and hold

harmless MED and its respective directors, officers, managers, trustees, employees and agents
(each, an “COMPANY-Indemnified Party”) from and against all judgments, losses, claims,
damages, liabilities, costs and expenses (including reasonable attorneys’ fees and expenses paid
or incurred by an COMPANY-Indemnified Party) which may be asserted against or incurred by
any COMPANY-Indemnified Party arising out of any act or omission of COMPANY or its
directors, officers, managers, trustees, employees or agents that constitutes negligence,

intentional misconduct or breach of the terms of this Agreement.
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(c) Conditions on Indemnification. The obligations of an indemnifying party (the

“Indemnitor”), as set forth in Sections 11(a) and 11(b) above, are conditioned upon: (i) the
indemnified party (“the “Indemnitee”) promptly notify the Indemnitor in writing of the
commencement or threatened commencement of any action or proceeding involving a claim of
indemnification under this Agreement; (ii) with respect to all such claims, the cooperation of the
Indemnitee, at the Indemnitor’s expense with the investigation and defense of such claims as
reasonably requested by the Indemnitor. The Indemnitor shall have sole control over the defense
and settlement of any such claim. The foregoing notwithstanding, the Indemnitee shall be
entitled to participate in the defense of such claim and to employ counsel at its own expense to
assist in the handling of such claim and to file and answer or take similar action to prevent the
entry of a default judgment against it. The Indemnitor shall not be required to indemnify the
Indemnitee for any amount paid or payable by the Indemnitee in a settlement of any claim which

was agreed to without the prior written consent of the Indemnitor.

(d) MED Insurance. MED shall secure and maintain, during the Term of this

Agreement, at its own cost and expense, the following minimum insurance coverage:

Worker’s Compensation Statutory Amount

Comprehensive General Liability Reasonable amounts based on local and

national industry standards

Professional Liability / Errors & Reasonable amounts based on local and
Omissions national industry standards
Directors and Officers (D & O) Reasonable amounts based on local and

national industry standards

Property Insurance Insurable Value
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Property insurance shall insure against loss or direct physical damage to the Facility’s buildings,
furnishings, equipment and machinery under standard all-risk coverage (including, but not
limited to, fire, smoke, lightning, windstorm, explosion, aircraft or vehicle damage, riot, civil
commotion, vandalism, and malicious mischief) and shall also include damage due to flood and

earthquake.

MED shall use reasonable commercial efforts to cause COMPANY to be named as an
additional insured, with respect to this Agreement, under .the comprehensive general and
professional liability / errors & omissions policies. COMPANY’s Administrator shall be named
in the MED Directors and Officers (D&O) policy. COMPANY s rights to invoke the protection
of such policies shall be severable from and independent of MED’s rights and these policies shall
not be terminable or non-renewable except upon thirty (30) days prior written notice to
COMPANY. If such coverage is written on a claims-made form, following termination or
expiration of this Agreement, MED shall (i) continue such coverage to survive with COMPANY
as an additional insured for the period of the applicable statute of limitations or (ii) shall provide
an extended reporting endorsement (tail coverage) covering COMPANY for claims arising
during the Term but not reported until after the termination or expiration of this Agreement.
Should MED change insurance companies during the Term, MED shall maintain coverage which
includes claims incurred but not reported under the prior coverage (prior acts coverage). No later
than thirty (30) days following the Commencement Date and thirty (30) days following the end
of each policy year, MED shall give to COMPANY a copy of the endorsements naming
COMPANY as an additional insured. It is the intention of the parties, subject to the approval of
the insurer, that such insurance shall protect MED and COMPANY and will be the primary
insurance for such parties for any and all losses covered thereby, notwithstanding any insurance
which may be maintained by COMPANY or its Affiliates covering any such loss. If permitted
by their respective insurers, MED and COMPANY agree to waive any right of contribution from

the other party with respect to a loss covered under such policies (or their deduction).

(e) COMPANY Insurance. COMPANY shall secure and maintain, during the
Term of this Agreement, at its own cost and expense, the following minimum insurance

coverage:
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Worker’s Compensation Statutory Amount

Comprehensive General Liability Reasonable amounts based on local and

national industry standards

Professional Liability / Errors & Reasonable amounts based on local and

Omissions national industry standards

COMPANY shall be required to provide professional liability / errors & omissions insurance
covering all COMPANY employees and agents who render services at the Facility or to or for
the benefit of MED under this Agreement. COMPANY shall use reasonable commercial efforts
to cause MED to be named as an additional insured under the comprehensive general liability
and the professional liability / errors & omissions policies with respect to this Agreement.
MED’s rights to invoke the protection of such policies shall be severable from and independent
of COMPANY s rights, and these policies shall not be terminable or non-renewable except upon
thirty (30) days prior written notice to MED. If such coverage is written on a claims-made form,
following termination or expiration of this Agreement, COMPANY shall (i) continue such
coverage to survive with MED as an additional insured for the period of the applicable statute of
limitations or (ii) shall provide an extended reporting endorsement (tail coverage) covering MED
for claims arising during the Term but not reported until after the termination or expiration of
this Agreement. Should COMPANY change insurance companies during the Term, COMPANY
shall maintain coverage which includes claims incurred but not reported under the prior coverage
(prior acts coverage). No later than thirty (30) days following the Commencement Date and
thirty (30) days following the end of each policy year, COMPANY shall give to MED a copy of

the endorsements naming MED as an additional insured.

12. TERMINATION OF AGREEMENT.

This Agreement may be terminated prior to the expiration of the Term only as follows,
and any such termination shall not affect any rights or obligations arising prior to the cffective

date of termination.
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(a) Breach. In the event of a material breach of this Agreement which is not cured
within the Cure Period set forth in Section 10, “Breach,” or in the event of a breach as to which
no Cure Period is provided by this Agreement, the non-breaching party may terminate this
Agreement immediately upon written notice; provided that notice of termination for Breach must
be given no later than thirty (30) days after the expiration of the Cure Period if one is applicable.
This remedy shall be in addition to any other remedy available at law or in equity. Failure to

terminate this Agreement shall not waive any breach of this Agreement.

(b) Casualty. In the event that the physical plant housing the Facility is destroyed or
is so damaged that the Facility cannot continue operations and it is reasonably anticipated that
Facility will not within ninety (90) days be able to resume full operation, then either party may
terminate this Agreement upon no less than thirty (30) days notice without further liability to the

other party.

(c) Bankruptey. FEither party may terminate this Agreement immediately or upon
such notice as it may select following the bankruptcy of the other party; provided that notice of
termination must be given no later than thirty (30) days after the date the terminating party
acquires reasonably reliable knowledge of the bankruptcy. For the purpose of this section,
“bankruptcy” shall mean (i) the filing of a voluntary or involuntary petition for bankruptcy or
similar relief from creditors, (ii) insolvency, (iii) the appointment of a trustee or receiver, or (iv)
any similar occurrence reasonably indicating an imminent inability to perform substantially all of

such party’s duties under this Agreement.

(d) Regulatory Matters. Either party may terminate this Agreement upon one

hundred and twenty (120) days prior written notice to the other party in the event that any agency
or bureau of any federal, state or local government issues an order, decree or ruling or takes any
other action which materially and adversely affects the ability of any party to perform its
obligations under this Agreement or otherwise prohibits or restricts the performance of any party
obligations hereunder, including commencement of a legal proceeding or threat to commence
such a proceeding on the basis of any party’s participation in the ownership or operation of the
Facility, or if any change in federal, state or local law or regulation or any interpretation thereof

by any governmental agency or judicial body after the Effective Date would subject either party
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to civil or criminal prosecution or other adverse proceeding on the basis of any person’s
participation in the ownership or operation of the Facility in the reasonable opinion of legal
counsel selected by the parties who is experienced in health law matters, provided that the parties
have negotiated in good faith to modify this Agreement to resolve any adverse effects created by
such action and have failed to reach agreement as to an acceptable modification of terms within
such one hundred and twenty (120) day period or have determined that compliance with such

law or regulation is impossible or impractical.

13. EFFECTS OF TERMINATION.

In the event of the termination of this Agreement, COMPANY shall immediately be paid
all undisputed fees heretofore earned and reimbursed for all expenses incurred for which
reimbursement is required under this Agreement. The termination of this Agreement for any
reason shall be without prejudice to any payments or obligations which may have accrued or
become due hereunder prior to the date of termination or which may become due after such
termination. Sections 9(b), 9(c), 9(d), 9(e) and Article 11 shall survive the expiration or

termination for any reason of this Agreement.
14. NOTICES.

All notices permitted or required by this Agreement shall be in writing and deemed given
immediately when delivered personally or sent by facsimile or deemed received five (5) business
days after deposited in the United States mail, postage prepaid, return receipt requested,
addressed to the other party at the address set forth below or such other address as the party may

designate in writing

To COMPANY:

To MED: Regional Medical Center at Memphis
877 Jefferson Avenue
Memphis, TN 38103

Attn: Reginald W. Coopwood, MD
President & CEO
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15.  AFFILIATES.

As used in this Agreement with regard to a party, the term “Affiliate” means any person
or entity (a “Parent”) owning fifty percent (50%) or more of the voting membership interests of
such party, any subsidiary entity of which such party owns fifty percent (50%) or more of the
voting interests, and any subsidiary of a Parent of which the Parent owns fifty percent (50%) or

more of the voting interests.

16.  BINDING EFFECT.

This Agreement shall be binding upon and shall inure to the benefit of the parties hereto
and their permitted assigns, successors in interest, and successors in ownership, operation or

control of the Facility.

17. CONFIDENTIALITY.

Neither party may disclose the terms of this Agreement to any other person or entity,
except by mutual written consent of the parties or unless such disclosure is required by legal

process, by law or regulation.

18. FORCE MAJEURE.

Notwithstanding any provision contained herein to the contrary, neither party shall be
deemed to be in default hereunder for failing to perform or provide any of the services or other
obligations to be performed or provided by said party pursuant to this Agreement if such failure
is the result of any labor dispute, act of God, inability to obtain labor or materials, government
restrictions or any other event which is beyond said party’s reasonable control (an “Event of
Force Majeure™). If the performance of any obligation shall have been delayed, interfered with
or prevented by an Event of Force Majeure, then the parties shall take such steps as shall be
reasonably available to them to remove the Event of Force Majeure or to mitigate the effect of
such occurrence (except that labor disputes shall be settled at the sole discretion of the party

affected). If an Event of Force Majeure (alone or extended by another Event of Force Majeure)
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continues so that the mutual obligations remain suspended for a period;@f thirty (30) consecutive
days and at the end of such period or at any time thereafter duringwhich such suspension
continues uninterrupted, either party, in the exercise of reasonable judgment, concludes that there
is no likelihood of the Event of Force Majeure ending within the next thirty (30) days, then either
party may terminate this Agreement without liability to the other party by giving to the other at

least ten (10) days' written notice of its intention to terminate.

19.  ASSIGNMENT.

Neither party may assign this Agreement, except with the prior written consent of the
other party, except that either party may assign all of its rights and obligations hereunder to an
Affiliate, or in connection with a sale of substantially all of the assets of such party, without the
prior written consent of the other party. An assignment or attempted assignment in violation of

this provision shall be null and void

20. MISCELLANEOUS.

(a) Headings. Section headings are for convenience of reference only and shall not

be used to construe the meaning of any provision of this Agreement.

(b) Counterparts. This Agreement may be executed in any number of counterparts,

each of which shall be an original, and all of which shall together constitute one agreement.

() Severance. Should any part of this Agreement be invalid or unenforceable, such
invalidity or unenforceability shall not affect the validity and enforceability of the remaining

portions.

(d) Authority. Each individual signing this Agreement warrants that such execution
has been duly authorized by the party for which he or she is signing. The execution and
performance of this Agreement by each party has been duly authorized by all applicable laws
and regulations and all necessary corporate action, and this Agreement constitutes the valid and

enforceable obligation of each party in accordance with its terms.

(e) Governing Law. This Agreement shall be governed in all respects, whether as to

validity, construction, capacity, performance or otherwise, by the laws of the State of Tennessee,

-04 -



and any applicable Federal laws. The parties agree that the proper venue for any legal
proceedings arising out of this Agreement shall be in Shelby County, Tennessee. COMPANY
consents to the personal jurisdiction of the United States District Court for the Federal District of

Tennessee and to the Superior Court of Shelby County Tennessee.

§3) Amendment. This Agreement may not be modified, altered, amended or

supplemented except in writing executed by the parties hereto.

(g) Arbitration. All disputes, claims, controversies and grievances arising out of or
in connection with this Agreement or the breach thereof, including a dispute as to the scope or
applicability of this agreement to arbitrate, which cannot be resolved by the parties within thirty
(30) days after written notice by either party, shall be settled by binding arbitration by a single
arbitrator in Memphis, Tennessee; provided, however, this provision shall not apply to any action
secking solely equitable relief. The arbitrator shall be a person who is experienced in health care
matters. The arbitration shall be administered by JAMS pursuant to its Streamlined Arbitration
Rules & Procedures. The cost of any arbitration proceeding under this provision shall be shared
equally by both parties. The arbitrator shall state in writing the reasons for his or her award and
the legal and factual conclusions underlying the award. The award of the arbitrator shall be final,
and judgment upon the award may be entered in any state or federal court located in Tennessee.
The parties agree that all of the negotiations and arbitration proceedings relating to such disputes
and all testimony, transcripts and other documents relating to such arbitration shall be treated as
confidential and will not be disclosed or otherwise divulged to any other person except as
necessary in connection with such negotiations and arbitration proceedings. The prevailing party
in any dispute relating to this Agreement shall be entitled to recover its reasonable costs and
expenses incurred in prosecuting or defending such a dispute, including a reasonable attorney’s

fee, from the non-prevailing party.

(h) Entire Agreement. This Agreement constitutes the entire agreement of the
parties hereto and supersedes all prior agreements, written or oral, and representations with

respect to the subject matter hereof.
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(i) Assumption of Liabilitics. COMPANY shall not be liable for or assume

responsibility for any of the debts, obligations or liabilities of the Facility due to its development

or management of the Facility under the terms of this Agreement.

21.  HIPAA AND BUSINESS ASSOCIATE AGREEMENT.

The parties agree that they have entered into a Business Associate Addendum to evidence
their compliance with the provision of the Health Insurance Portability and Accountability Act of
1996, as amended (“HIPAA™), Privacy and Security Standards, and such Business Associate

Addendum is attached hereto as Exhibit C and incorporated herein by reference.

[The next page is the signature page.]
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IN WITNESS WHEREOF, the parties have executed this Agreement as of the date first

above written to be effective as provided hereinabove.

Shelby County Health Care Corporation

d/b/a The Regional Medical Center at Memphis
877 Jefferson Avenue

Memphis, TN 38103

Attn: Reginald W. Coopwood, MD, President & CEO

Signature:

COMPANY:

Signature:
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Exhibit A

DEVELOPMENT SERVICES

COMPANY will provide development consulting services to MED to include: assistance to
MED’s CON Consultant with preparation of the CON application, evaluation of organization
issues, coordination with MED?’s architect and facility development managers regarding facility
design and construction, and preparing the Facility for Operation. COMPANY will assist the
MED and it’s Designee with the formation of an Operations Committee to include physician
leadership involvement throughout the development phase of the project.

Development Team — COMPANY will coordinate with the MED’s Development Team to
provide input and assistance during the development phase of the process.

e Facility Development Managers

e CON Consultant

e Architect

¢ Equipment Planners

e General Contractor and Subcontractors

Establish Skilled Nursing Operations Committee (Chaired by MED Designee)
e Identify Physician and Administrative Leadership:

o MED

o UTMG

o Campbell Clinic
o Other

¢ Define Mission Statement
o Development Phase
o Management Phase

e Organize Regular Meetings

Financial Analysis
e Monitor Capital & Operating Expenditures
¢ Prepare Final CON Budget Analysis
o Provide Procedure Specialty input to MED’s Managed Care Negotiator
e Update Volume & Procedure Projections
o Update Pro Forma Financials and Operating Budget



Skilled Nursing Facility Unit Design and Construction Support

e Coordinate with APM to oversee Skilled nursing Development

¢ Routinely update and report progress to MED Designee seeking approval as needed

e Review Architect’s Space Program and Design based on Specialty Case-mix and
Projected Procedure Volumes

e Collaborate Design with APM, Architect and Contractor based upon Need Analysis

e Review Architect’s Schematic Design and Floor Plans

e Seek participation and input from Facility Operations Committee and key physician
leaders regarding Design Flow, Floor Plan, Equipment and Instrumentation Needs

e Monitor Project Budget

e Monitor Project Schedule and Design

e Conduct Regular Design and Equipment Review Meetings with the Equipment Planner

e Assist APM with Coordinate Activities of all Project Consultants (A&E, General
Contractor, Equipment Planning, Telecommunications, etc.)

e Assist in Final Punch List Inspection and Post-Occupancy Review

Assure Timely Equipment Planning and Selection
e Prepare specific equipment list for CON
e Assure Determination of Physician Preferences
e Assure Determination of Price / Options
o Assure Determination of Space Requirements

Equipment Procurement & Financing
e Supervise Equipment Planner in Equipment Procurement
¢ Recommend Financing and Cost Effective Pricing Options
o Coordinate Equipment Procurement

Systems Design and Implementation
e Coordinate Information System Set-up with MED IS Department
o Supervise Set-up of Site Specific Data Files such as Physician, Payer and Patient
Charges
s Coordinate Information System Training with MED Resources

Work with MED’s Legal Counsel to Coordinate the Production of Draft Operational
Agreements:
e Professional Service Contracts (Anesthesia, Pharmacy, Pathology, etc.)
e Operating Contracts (Waste Disposal, Linen, Pest Control, Maintenance, Biomedical,
Laboratory)
¢ Consulting Agreements
e Other Agreements



Business and Operating Plan
e Commencement of Operation
o Staff Planning
e Recruitment and Training
o Establish Revenue-Cycle Operating Procedures
e Establish Final Approved Procedure List
e Establish Surgeon Credentialing Criteria

Policies & Procedures
e Implement and Adapt all Hospital Policies & Procedures as appropriate
e Provide Draft Skilled nursing Center Operating Policies and Procedures to be adapted to
local preference as needed
s Provide Draft Skilled nursing Center Committee Policies
e Provide Suggested Operating Forms
e Provide Suggested Job Descriptions

Licensure & Accreditation
e Coordinate Actions to Obtain Appropriate State Licenses and Approvals
e Coordinate Actions to Obtain Eligibility to Receive Payments from Medicare &
Medicaid
e Coordinate JCAHO Accreditation Process with MED



Exhibit B

MANAGEMENT SERVICES

From the commencement date and thereafter throughout the term, COMPANY shall provide,
assist and/or oversee provision of the following services to MED:

Operational Leadership:
e Management of day-to-day Facility operations through COMPANY’s on-site
Administrator

e Overall account responsibility through the designated COMPANY Executive
o Regular attendance at on-site meetings
o Unlimited electronic availability
o Assign consulting resources
o Communicate with owners (MED Designee)

e Annual Management Plan
o Defines the goals & objectives of the Facility
o Annual performance report to Designee

e Monthly Executive Summaries
o Overall progress of the Facility implementing the Management Plan
o Performance of Facility management
o Status of Customer relationships

Financial Support & Services:
e Preparation of Monthly Financial Statements & Reports
o Income Statement
o Budget variance explanation
o Key financial / performance indicators & benchmarks
e Prepare Annual Budgets
o Capital
o Operating
o Oversee preparation of State required reports
o Facilitate independent coding audit / review

Operational Management:
e Review, recommend and manage capital equipment purchases
e Analyze, review and recommend new surgical procedures
e Monitor Inventory management
e Monitor Medical supply purchases
e Monitor Group purchasing contracts & discount utilization
e Maintain and update charge master
e Support negotiation of managed care contracts
e Monitor cost per case benchmarks
¢ Monitor salary to net revenue benchmarks




e Monitor medical supply cost to net revenue benchmarks

e Oversee Accounts Payable

e Assist in negotiation of all external agreements (e.g. anesthesia, pathology, biomedical,
Biohazardous waste disposal, laundry & linen, maintenance, etc.)

o Mediate physician’s issues as requested (e.g. supplies, equipment, personnel, etc.)

Regulatory, Accreditation & Licensure:
e Provide regular updates on regulatory issues effecting Skilled Nursing Facilities
o Provide regular updates on compliance and HIPPA issues effecting Skilled Nursing
Facilities
e Maintain current standards for: Medicare, accrediting body (JCAHO)-and state licensure
e Provide education to Facility personnel regarding all Medicare, state and accrediting
body regulations
e Assist in preparation for Medicare, accreditation and licensure surveys
e Maintain and update policies & procedures as needed:
o Administration
Medical Staff Committees
Medical Staff Credentialing
Emergency protocols
Human Resources
Infection Control
OSHA
Compliance & HIPAA
Medical Records & Coding
Environment of Care
Quality & Performance Improvement
Life Safety

O 0O 0O 0O OO0 0O O 0 00

Risk Management Program:
e Implement risk management program
o Perform periodic on-site risk analysis
¢ Develop education and training programs
¢ Provide guidance to committees as needed

Business Office & Billing Assistance:
e Implement admission & scheduling protocols
e Establish and implement pre-certification process
e Implement billing and charging practices
e Provide training and education
¢ Maintain updated fee schedules
e Implement and monitor performance benchmarks

Human Resources:
e Develop and maintain job descriptions

9k




e Develop and maintain new employee orientation program

« Provide guidelines for mandatory employee education programs

e Oversee proper storage and maintenance of employee personnel records

e Develop performance evaluation tools

e Develop technical skills checklist

e Provide guidance for the employment, supervision and termination of all non-physician
staff positions

Information Systems Support:
e Oversee development and/or coordination of all Management Information System
functions:
o Scheduling & patient registration
Insurance profiles & logs
Fee schedules
Electronic claims filing
Patient statements
Credential files
Clinical outcomes program
General Accounting Ledger
Accounts Payable / Accounts Receivable
Payroll
Inventory Management
Physician preference cards
Resource Utilization analysis
Payer mix analysis
Cost tracking modules

OO0 000000000 O0O0OO0



Exhibit C

BUSINESS ASSOCIATE ADDENDUM

THIS ADDENDUM (this “Addendum™) is entered into as of , 2014, and is
attached to and forms a part of the Development and Management Services Agreement of even
date herewith (the “Agreement”) between The Regional Medical Center at Memphis (“Covered
Entity”) and COMPANY (the “Business Associate”). This Addendum amends and supplements
the terms of the Agreement; and the parties agree that in the event of any conflict or
inconsistency between this Addendum and the Agreement regarding the disclosure and use of
Protected Health Information, as defined in 45 C.F.R. § 164.501 of the Privacy Rules (“PHI”),
the provisions of this Addendum shall be controlling.

WHEREAS, the Covered Entity is subject to the federal regulations promulgated under
the Administrative Simplification provisions of the Health Insurance Portability and
Accountability Act of 1996 as amended (“HIPAA”), including the standards for privacy of
individually identifiable health information set forth in 45 C.F.R. Parts 160 and 164, subparts A
and E (the “Privacy Rules™) and security standards set forth in 45 C.F.R. Parts 160, 162 and 164
(the “Security Rules”); and

WHEREAS, Business Associate provides services for or on behalf of the Covered Entity
which involve or may involve Business Associate’s having access to, receiving or creating PHI,
and the parties wish to set forth Business Associate’s obligations with respect to PHI as required
by and in compliance with the Privacy Rules.

NOW THEREFORE, the parties hereto agree as follows:

Il Business Associate agrees to keep PHI strictly confidential and shall not use or
disclose PHI except as permitted herein or as required by law. Business Associate may use or
disclose PHI as may be necessary for the performance of Business Associate’s obligations on
behalf of the Covered Entity pursuant to the Agreement; provided, however, that Business
Associate may not make any use or disclosure of PHI that would not be permissible under the
Privacy Rules if made by the Covered Entity.

2. Notwithstanding Section 1 above, Business Associate may also use or disclose
PHI for the proper management and administration of Business Associate or to carry out
Business Associate’s legal responsibilities, provided that Business Associate shall only disclose
PHI for such purposes if: (i) the disclosure is Required by Law, as defined in the Privacy Rules;
or (i) Business Associate obtains reasonable assurances from the person to whom PHI is
disclosed that it will be held confidentially and used or further disclosed only for the purposes for
which it was originally disclosed by Business Associate and that Business Associate will be
notified promptly of any known instances in which the confidentiality of the information has
been breached. To the extent Business Associate uses one or more subcontractors or agents to
provide services under the Agreements, and such subcontractors or agents receive or have access
to PHI, Business Associate agrees that it will ensure that each such subcontractor or agent shall
agree, in writing, to similar restrictions, terms and conditions that apply to Business Associate in
this Addendum.
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£ Business Associate agrees that it shall request from the Covered Entity, and
disclose to any third parties, only the minimum PHI necessary to perform a specific function for
or on behalf of the Covered Entity. Business Associate shall maintain reasonable safeguards and
take such steps as are reasonably necessary to prevent the unauthorized use, dissemination of or
access to PHI and agrees to promptly report to the Covered Entity any unauthorized use or
disclosure of PHI of which Business Associate becomes aware. In addition to notifying Covered
Entity, Business Associate agrees to mitigate, to the extent practicable, any harmful effect known
to Business Associate of a use or disclosure of PHI by Business Associate in violation of this
Addendum.

4. Business Associate agrees to make available to the Covered Entity and the
Department of Health and Human Services (“DHHS”), and their respective agents, in the time
and manner designated by DHHS, any internal policies, procedures, books and records relating
to Business Associate’s use and disclosure of any PHI created or received by Business Associate
in connection with its obligations wider the Agreements, for the purpose of determining the
Covered Entity’s compliance with applicable law.

5. If Business Associate maintains PHI in a Designated Record Set, as defined in 45
C.F.R. § 164.501, Business Associate shall (i) provide the subject of any PHI access to his/her
PHI, and (ii) incorporate amendments or corrections to the PHI maintained by Business
Associate in accordance with the requirements of the Privacy Rules as set forth in 45 C.F.R. §§
164.524 and 164.526 and any other applicable laws. Business Associate shall cooperate with the
Covered Entity in fulfilling similar requests for such access and amendments made by an
individual to the Covered Entity in the time and manner designated by the Covered Entity.

6. Business Associate agrees to document any disclosures of PHI and information
related to such disclosures as would be required by Covered Entity to respond to a request by an
individual for an accounting of disclosures of PHI in accordance with 45 C.I.R. §164.528.
Business Associate shall provide Covered Entity or the requesting individual with the foregoing
information in the time and manner designated by the Covered.Entity to enable Covered Entity
to respond to a request by an individual for an accounting of disclosures of PHI in accordance
with 45 C.F.R. § 164.528. Business Associate shall maintain a process to provide this
accounting of disclosures for as long as Business Associate maintains PHI received from, or on
behalf of, Covered Entity.

7. Business Associate shall, within ten (10) business days of the expiration or sooner
termination of the Agreements, return to the Covered Entity or destroy, as directed by the
Covered Entity, all PHI and all copies and reproductions thereof maintained by Business
Associate or its agents and subcontractors, and shall retain no copies of such information. An
authorized representative of Business Associate shall certify in writing to Covered Entity, within
ten (10) business days from the date of termination or other expiration of the Agreements, that all
PHI has been returned or destroyed, and that Business Associate no longer retains any such PHI
in any form; provided, however that in the event that the parties agree that such destruction or
return is not feasible, the parties shall agree to continue to extend the protections of this
Addendum to the PHI and to limit Business Associate’s further use or disclosure of such
information to those purposes that make its return or destruction infeasible, for so long as
Business Associate maintains such PHI.



8. In the event Business Associate conducts any Transaction, as defined under 45
C.F.R. Part 162, in the performance of its functions on behalf of the Covered Entity under the
Agreements, using electronic media and for which a standard has been adopted under the federal
transaction and code set standards promulgated under HIPAA, Business Associate will conduct
such Transaction or will require its agents or subcontractors, if applicable, to conduct such
Transaction in accordance with the applicable requirements of 45 C.F.R. Part 162.

0. Business Associate agrees implement administrative, physical and technical
safeguards that reasonably and appropriately protect the confidentiality, integrity, and
availability of the electronic PHI that Business Associate creates, receives, maintains or transmits
on behalf of Covered Entity in accordance with the applicable requirements of 45 C.F.R. Part
164 of the Security Rules. Business Associate shall ensure that any agent, including any
subcontractor, to whom it provides electronic PHI agrees in writing to implement reasonable and
appropriate safeguards to protect such PHI. Business Associate shall promptly report to Covered
Entity any security incident of which it becomes aware.

10.  Upon Covered Entity’s knowledge of a material breach by Business Associate of
its obligations under this Addendum, Covered Entity shall provide an opportunity for Business
Associate to cure the breach. If Business Associate does not cure the breach within the time
specified by Covered Entity, then Covered Entity may immediately terminate the Agreements
upon written notice to the Business Associate. If Business Associate has breached a material
term of this Agreement and cure is not possible. Covered Entity may immediately terminate the
Agreements. The provisions of this Addendum shall survive termination of the Agreements with
respect to any PHI retained by Business Associate following termination.

11.  Business Associate acknowledges and agrees that due to the nature of the PHI,
there can be no adequate remedy at law for any breach of its obligations hereunder, that any such
breach may constitute a breach resulting in irreparable harm to the Covered Entity, and therefore
that upon any such breach or overt threat thereof, the Covered Entity shall be entitled to an
injunction and other appropriate equitable relief in addition to whatever remedies it may have at
law, without posting a bond or other security.

12. All PHI to which Business Associate has access under this Addendum shall be
and remain the property of the Covered Entity.

13. Business Associate agrees to indemnify, defend and hold harmless the Covered
Entity and its members, managers, employees and other agents and their respective affiliates
from and against any and all loss, liability, damage, cost and expense (including reasonable
attorney fees and expenses) resulting or arising from any use or disclosure of PHI by Business
Associate or Business Associate’s employees or agents in violation of this Addendum or
applicable law.

14.  This Addendum shall be governed by and construed in accordance with the laws
of the State of Tennessee. This Addendum states the entire understanding of the parties
concerning the terms and conditions governing the disclosure and use of PHI and supersedes any
other agreement concerning the subject matter hereof. This Addendum may not be modified or
amended except by a writing executed by both parties; provided, however, that the Covered
Entity may amend this Addendum upon written notice to Business Associate in the event that
there are any changes in the provisions or interpretations of the Privacy Rules or Security Rules
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or any other regulations promulgated under HIPAA or other applicable law to the extent that
such amendments are reasonably necessary or appropriate to comply with such changes.
Business Associate may not assign or delegate any duties under this Addendum without the prior
written consent of the Covered Entity. Any assignment or delegation or any purported
assignment or delegation or in violation of this provision shall be void and of no effect.

IN WITNESS WHEREOF, the parties have executed this Addendum by their duly
authorized representatives as of the date first written above.

THE REGIONAL MEDICAL CENTER AT
MEMPHIS

By: _

Its

COMPANY

By:

Its
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Attachment:A.6
LEASE AND AGREEMENT ‘ ik
BETWEENM
SHELBY COUNTY, TENNESSEE
SHELBY COUNTY HEALTH CARE CORPORATION E
et
o bk
THIS LEASE AMD AGREEMENT (hereinafter referred to as e,

i

"‘Lease") is entered into as of the _7_4_"__day,6f 5/2—4 '
1941, by and bgtween‘ Shelly County, Tennesses (hereina’ftez;
referred to as "County”), and Shelhy County Hea..l.th Care
Corporation, a nqt—-écr—profit Tennessee corporation .

{(hereinafter referred to as “SCHCQ") .

Il
B!
FUEey

'

WHEREAS, the county:desires'tb acecniplish the followings:-

L bt

i
ot
]

{a) To provide the best possible in high quality, '
. : it
conprehensive health care services to the people of Shaelby 4

County.

(b} To provide a modern, well-equipped facility which
pravides fully for the needs of the patient, the physician
. 14

and the hospital staff. . .

(¢} To provide for effective management to include sup-
porting services reqguired to assure efficient hospital |

oparation and direction for future development.

(d) To provide = hospital which serves as a center for

patient, medical staff and employee educztion and training.
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including the £inancial strength necessary for future growth

and development,

{£) To relleve Ccuﬁty govermment from the birden of

haspital operations.

{g) To develop additiconal services which relate to, and
compliment, current in-patient services so that the hospital
beccmes the bagse for an expanded scope of sarvices.

(h). strive o beccme ths regional referral medical

center for the Mid=South area.

WHEREAS, County belleves that the foregoing goals can

best be accanpllshed hy leasing its Clty of Memph;s Hospital

-(herexnafter referred to as "CMH") to SCHOC for the purpose
P

of SCHCC operating the hospital, and

WHEREMS, SCHCC desires to accept the lease and the
responsibility of operating CMH in an effort to accemplish

the foregoing obhjectives.
THEREFORE, the parties agree:

Rya Tt 1s a condition of this Lease that the number and

> ‘ahall

(’l

methad of selection of the Board of Directors of SCHC

be as follows:

Ths Bszrd of Directors shall consist of ten {10) members

to be appointad W the Mayor as follows:

1. Nine {9) of the Directors shall be recan—
mended by the Mayor subject to coneurrence of Board

of County Commissioners;

-2 -



2. One (1) of the Directors sﬁall pe the

Administrator of the hospital. The Director whe

is the Administrator of the hospital shall be an ex -

officlo Director with no .vote and who shall not be

counted for quorum purposes,

The Board of Directors shall cheose a chairman from the
nine voﬁing Dirsctars and the term of 'a chaiman will be
for one (1} year and a chalrman may not serve more than
five (5} successive terms.

_ SCHCC Tepresents tha® the number ang methad of selection
of lts Directors confo:ms to the foregoing and attaches
hersto as "Exhibit AY and “Exhlbit Al" a copy of its Charter
and Articles of Amandmant. County shall hava an optlon to
temilnate thls Lease I the evant the faregoxng number and

method of selection of the D;rectors of SCHCC 18 c¢hanged,

-
v

Meetings of the Directors of SCHCC shall be subject to

the provisions of Tennessee Code Annotated §§8444-l02-33

SEH.

2, It is undérStood that SCHCC is not an agency of

County, nor any govermment agency and that this Lease is ot *

made pursuvant to the provislons of Tennessee Code Annotated
“ 8757101 ¢ rough 7-57-104 (kncwn as the Matropolitan
Hospital Autharit} Act). 8scHce agrees to indemnify and to
hold the County harmless from any ‘such obilgatibn or liabi-

lity relative to the operation of cley of Memphis Hospieal.

—— o



3. For the rent of One Dollar ($1,00) per year and
other valuable consideration{ £he Cﬁuhty doag heréby lease
Lo SCHCC, and ScHCC hereby accepts, all of the land and
improvements thereon described in attached "Exhibit p* (which
land and improvements are known as tha City of Mémphis Hospital y!
and includas.;he new hospltal under construction). The term ?

of the leass shall begin yj - | « 1981, and continue

for fifty (50) years unless terminated sooner as provided
for herein. For the same term County daes also hereby lease
to SCHCC all of thelpgrsonal property, including fixtures,
of the CmHloperation. Leased property shall also include

all replacements, additions and modifications.

4. SCHCC shall provide a hospltal that will ba
avallable to Shelby County residents who are in need,
regardless of thelr financial status, as detemined by the

management contract referred to in paragraph 8.

e
¢ hmaw

8, County aérees to assume all assets-and liabilities .

of the Memphis and Shélby'CQunty'Hospital Authority on June :
30, 1981, including the Oakville Health'Care Center and

Shelby County He;lth Care Center and City of Memphis

Hospital, WMot including the. real and personal property
leased in paragraph 3 and axeepting liabllities that are
apecificallf provided fo? herein ‘as not to be assumed by o
‘ SCHCE, iéon the reéanmendation of Ernst & Whinney, ﬁhe par;
ties mutﬁally agres .on July lf 1981 to transfer and to’ V
aécept the assets and:liabilitiEsAof the Memphis and Shelby .
Conty Hcspitzi Authority excluding Gakviila Health Care |

Canter anhd Shelby County Health Care Centar,

6. SCHCC specifically dees not assume any contractual
liability {including those relating to the employmené of
personnel) of County or of the Memphis and Shelby County
Hoapital huthority ("Authority") in regard to contracts
County or Autharity have negotiated involving the operation

w 4 -



of CHMH, except for those contracts which have been furnished
to SCHCC and SCHCC specifically approves (a list of said
contracts which are approved by SCHCC is attached as

"Exhibit ¢*),

7. SCHCC's use of the leased premises during the term
of this Lease shall be for the operation of an acute care
hospital and rendering such health care services as are
needed in the cr.:mmunity..

a. Tt is understood that SCHCC ‘shall have full and

acmpl ete authority to deo all things necessary to oparate the .

CMH and to make such alterations, additions and removal of
the improvements of the leased premisss as SCHQC may daem
Prudent and desirable wlthin the approved budget. It is
also understood that SCHCC ‘shall coordinate th sﬁpervision
and planning in connection wlth hospital functions in the
new hospital under const:uction upon such terms as the par-
ties may mutually agree are necessary and appropriate.
However, any management contract between SCHCC and &ny oﬁher
corporate entlty shall) be subject to approval by the Shelby

Courity Board of Commissioners.

Dy Annually, or at such f£lscal period a3 the Countyh
may specify, SCHEC shall file with the County a financial.

report of SCHCC's operations and a budget. for the next .

year's operatlions (including antlcipated capltal expendituresg

as wall as the operatipg budget). SCHCC shall cause an
audlt tﬁ be made b} cartified public accoqhtahts aﬁnually
after the close of tha afarsnese’ wwad fluoal yé&r and sntunit,
a cupy of same to the bounty. The anhuai hudgat shall be

subject to the approval of the County, and the County Board

of Commissloners shall detérmine the amount af appropriations -

to be provided to SCHCC to fund the budget as approved,

Other than the approval of the annual budget no other County

approval shall be required for SCHCC's operation of CMH,

- 5 -



including the entering inte of all contracts, except as pro-

vided in paragraph 8.

10, SCHGC represents that it is unwilling to accept or
to continue to accept the obligatlons and responsibilities
under thls lLease unless the University of Tennessee "UT"
(togather with the UT Féculty Medical Bractice Corp. “FHPC"X
and SCHCC can enter into an agreement mutually satisfactory
to UT, FMPC and SCHCC; therefore, it is agreed that SCHCC
shall have the option to terminate this.Lease any time there
13 no agraement hetweén SCHCC and UT (including FPMPC} in

connection wlith the operatlion of CMH.

11, Upon termination of this Lease SCHCE shall deliver
to County the poésession'of.the leased real and. personal
property éogether with all of the assets of SCHCC. An '
annual inventory of leased property shall be'maintained by
scHeC, and shall be available for inspection by the County.

12, SCHEC shall cbtain insurance insuring the leésad
buildings and contents agaipst fire and other perills nor-
mally irsured against in the operation of hospitals and
County ia to be named as-an additicnal insured and SCHCC
will furnish CQunﬁy coples of such policlas as‘the County™ ’
raquesté. In the event of Lloss or damage to the leased
' pr0pert§, SCHCC's ob;igation to repair or replace'the loss
ar dama%a will ie limlted to the proceeds of the insurance

. ! . .
ppliciaé and the-assets af SCHCC,

13. ° SCHCC shall not asslgn or sublet this Lease;
howaver, i+ i “ooatond that SCHCC may anter into a
coneract with another corparation to manage CMH with appro-

val as provided in paragraph 8.

14, SCHCC shall not commit or permit to he committed
any waste.

- § -



15, SCHCC shall not create or allaw any nuisance to
exist on the leased premises, and shall abate promptly any

nuisance that may arise.

16. In additiaon to other provisions contained in this
Lease, SCHCC shall have the option to terminate this Lease

upon the cccurrenca of any one or more of the followilng:

(a) 1f the license of the hoapital is at any time

suspended, terminated, or revoked.

< {k) In the event the County fails or refuses to

pay the funds to SCHCC as approved in the annual budget.

(¢} In the event of any default of the County

under this Lease. .

x7. In addition to .the-other provisions contained in
this Lease, County shall have the option to terminate this
Lease upan the occurrence of any one or mare of the'

following:

(a)- If the licdense of the hospital is at any btime

suspended, terminated or revoked.

{(b) 1In tha event of any default of SCHCC under

this Laaaa.

18, Either ﬁarty may terminkte this Lease with or
wathoue cauéé ﬁpoﬁ gla u) uuntﬁa wy Ltten notlcel In tha
evant of default, prior to-termination the defaulting party
shall first be given ninety {90) days within which to
correct the default, sald ninety days heginning upon recelpt
(or upcon malling if mailed) of a written notlece stating the

nature of the default. Notice required by this section



shall be sent by certified mail, return recéipt requested to
the Mayor of Shelby Coupty, 160 Mid-America Mall, Memphis, '
Tennesses 38103 and to the President of.SCHCC at the

hospital's nomal and usual place of business,

——

19, While the parties are of the opinion that the
County has the pawer and authority to enter into this Lease
and canply with its terms, both parties agree to fully
cooperate in seéking any- enabling 1egisla£ion from the
Tennessee begiaLatura Lf either party notifies the other of

such desire.

20, Na - modiflcations or amendments of this Lease shall
be hinding unless in writing and signed by the parties

hereto,

i
.

IN WITNESS WHEREOF, the.partlies have execyted thls Laase

ags af the data flrgt ahove written,

SHELAY COUNTY HEALTH CARE

CORPORATION
fﬂﬁﬁ:fﬁﬁa‘ )/#j:fﬁ?
Pras;dent

. ATTEST:

Secratary




ATTEST;

County Clerk

\.|'| y

o T, sy
Comptraller

APPROVED AS,TQ FORM:

Egﬁhty Aftorney /ﬁﬁr;

ZF-& 1
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EXHIBIT C TO THE LEASE AND AGREEMENT BETWEEN SHELBY
COUNTY, TENNESSEE AND SHELBY COUNTY HEALTH CARE COR®,

Pursuant to Paragraph § of the Lease and Agresement

=

between Shelby County, Tennessee-and Shelby County

Health Care Corporation entered into as of the

day of ; 1981 follow1ng is a llSt of the
contracts which either Shelby County or Memphls & .
Shelby County Hospital Authority have negotlatEd
involving the operation of CMH, whiech contracts are

approved and assumed by SCHCC:

Contract #1151 - Cleveland State University

Contract #1260 - Shelby State Community College
cOnéract #1261 - Shelby State cdmmunity Céllege
Contract §1262'- Shelby State Community College
cOntrac£ #1265 - Shelby State Community Collega
Contract §1274 - Memphis State University

Contract %1324 - Memphis Board of Education )
Contract #134é ~ Memphis & Shelby Cty. Health Depa}tmedt
Contract #1357 - Marriott Corporation

Contract #1364 = Plasma Derivatives, iﬁc.
Contiact‘#ljﬁﬁ = Memphis Center fop Reproductiva Healﬁh
Contract #1367 -~ James E. Kérﬁin Haome

Contract #1371 - M= emphils ‘entathealth

Contract #1375 = Beckman Instrument

Cmnt%act #13758 - Beckman Inst}umént

Contéact $1381 ~ Crittenden Memorlal Hosgltal

Contract $1383 - Shelby State COmmunLty College

Contract #1405 - Nashville Stgpa.Technibal Inst.
“ohurace §Lalé - Union Carbiae

Contract #1466 - Northwest Mississippi,ﬁuﬁzormééllege
Contract #1479 - University of Tenn. ~ P % Seudents

Contract §1677 - Beckman Instrument



Contract #149g - Medical UniGersity of S c
Contract 1506 - East Arkansas Commuhity College
Contract #1513 - Methodist Hospital

CoAtract #1517 ~ Northeast Louisiana University,_
Contract #1542 - UT - Medical records students-
Contract #1570 - Memphis State University

Contract #1575 - Wesley Highland Manor

Contract #1630 — Dicta£icn, Inc,

Contract §1640 ~ Hope Dil.Company, Inc.

Contract §le41 - First Féto,_zncr _
Contract’' 1646 -'bniversity_of.Cantral‘Arkansas :
Contract #1654 - Tenp, Department of Human Service
* Contract #165§ - Xotlér Ektermina£ing Company
Contract #1657 - Health First

Coritract #1558-¥‘Transitiohal Center, Tnc,
Contract elsss_- Salvation Army

Contract "§1660 ~ Federal Correctional Inst.
Contragt §1680 - Aladdin Synérgeﬁics, Ing.
Contract #1683 -~ Digital Equipment Corp,

Contract #1683 - pigital Equipment Corp.
Contract #1887 - Ellioes Impression

Contract #1488 - Digiéal Equiphént 'Corp.

Contract §lg92 - Westlnghouse Elevator

Contract #1693-— Otls Blevator ‘

Contract #1599 - Dictaphone, Inc.
_Contract_#lTOO B HM‘Business Products S R
Contract #1711 - Telautograph Corp. . ‘ -
Contract #171&'- 0ffice Systems & Equxpment
Contract #1717 - Telautograph Corp.

Contract 9 1718 - Tennassae Depnrtment of Education

Nontrack § 1719‘- IBM .; - .:f

Contract 172n - Dover Eievator'Compady '
Contraet $1721 - Dover Elevator Company

Contract #1723 - Victor Businass Products
Contract #1725 - Ernst g Whinney

Contract §1728 - Memphis Consumer Credit A
‘Contract ¥1730 - Arkansas Dept, of Huﬁan Sarvices

Contract #1731 - United Taxi Company



Contract §17219
Contract #1743
Contract #1745
Contract §1746
Contract #1747
Contract #1749
Contract #1750
Contract 1752

Contract #1753

- A & H Sanitation Services

Xerox Corporation

Pitney Bowes

Pitney Bowes

Xerox Corporation

A.B. Dick Campany

Logan Lesh Company

Yerox Corporation

‘Wells Pargo

In addition 'to the foregoing, all contracts which

contain a provision for cancellation without cause

upen thirty (30) days {or less) notice.

IN WITNESS WHEREOF, the parties have exacuted

this documeﬁt the day of

1

Attest:

‘UE h D:‘é‘g t o \ 0 E! e =
County Clerk
‘ BY;

ws - o- | -
1

\..‘\n e \.‘.-(\‘.‘:.,,...

¢+ 1981.

SHELBY COQUNTY HEALTH CARE
CORPORATION

By:

‘President -

.
il

_ SHELBY_ COUNTY’, TENNESSEE
a (3 fay - 1 7 .

 Comptrolier

ed as to form:

J?

unﬁty Hetdkney

o ," ¥ \' 1

Chalrman, Board of CGunLy
Commissioners .

i
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Attachment B.LLA

Regional Medical Center at Memphis

To: Health Services and Development Agency
From: Johnie Shipp, RN

Director Case Management/Patient Access
Subject: Skill Nursing Facility
Date: November 14,2013

The Regional Medical Center averages 13,000 admissions annually. 29.2% of the
organizations admissions are uninsured. Transitioning our patient population to a post-
acute care setting is a challenge due to the limited availability of resources. With the
increased changes of the health care environment and reimbursement, the hospital must
organize its services to promote more efficient and cost effective services.

Current transition to a skilled nursing facility is not an option for an uninsured patient
without requiring an approval process with the state that can exceed seven to 14 days.
Although the skilled nursing facility (SNF) will possibly operate at a loss, a skilled
nursing facility option will allow services to be provided to our patients at a lower cost.

Benefits to our patients include: specialized care, reduction in acute care length of stay,
24 hour continued medical services and a reduction in cost without compromising quality
of patient care. Having a skilled nursing facility as an option will allow our organization -
to better manage its resources at a reduced cost without delaying a patient's need for .
transition to next level of care.

877 Jefferson Avenue Memphis, TN 38103 901.545.7100
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State & County QuickFacts

Shelby County, Tennessee

Shelby
People QuickFacts County Tennessee
Population, 2012 estimale 940,764 6,456,243
Population, 2010 (April 1) estimates base 927,640 6,346,113
Population, percent change, April 1, 2010 to July 1, 2012 1.4% 1.7%
Population, 2010 927,644 6,346,105
Persons under 5 years, percent, 2012 7.3% 6.3%
Persons under 18 years, percent, 2012 25.8% 23.1%
Persons 65 years and over, percent, 2012 10.8% 14.2%
Female persons, percent, 2012 52.3% 51.2%
White alone, percent, 2012 (a) 42.9% 79.3%
Black or African American alone, percent, 2012 (a) 52.8% 17.0%
American Indian and Alaska Native alone, percent, 2012
(a) 0.3% 0.4%
Asian alone, percent, 2012 (a) 2.5% 1.6%
Native Hawaiian and Other Pacific Islander alone, percent,
2012 (a) 0.1% 0.1%
Two or More Races, percent, 2012 1.4% 1.6%
Hispanic or Latino, percent, 2012 (b) 5.9% 4.8%
White alone, not Hispanic or Latino, percent, 2012 37.9% 75.1%
Living in same house 1 year & over, percent, 2007-2011 82.0% 84.1%
Foreign born persons, percent, 2007-2011 6.0% 4.5%
Language other than English spoken at home, percent age
5+, 2007-2011 8.6% 6.4%
High school graduate or higher, percent of persons age
25+, 2007-2011 85.5% 83.2%
Bachelor's degree or higher, percent of persons age 25+,
2007-2011 28.3% 23.0%
Veterans, 2007-2011 61,732 501,665
Mean travel lime 1o work (minules), workers age 16+, 2007
-2011 22.3 24.0
Housing units, 2011 397,976 2,829,025
Homeownership rale, 2007-2011 60.8% 69.0%
Housing units in multi-unit structures, percent, 2007-2011 27.7% 18,1%
Median value of owner-occupied housing units, 2007-2011 $136,200  $137,200
Househalds, 2007-2011 340,394 2,457,997
Persons per household, 2007-2011 2.66 2,50
Per capita money income in the past 12 months (2011
dollars), 2007-2011 $25,470 $24,197
Median household income, 2007-2011 $46,102 $43,589
Persons below poverty level, percent, 2007-2011 20.1% 16.9%
Shelby
Business QuickFacts County Tennessee
Private nonfarm establishments, 2011 19,487 129,489"
Privale nonfarm employment, 2011 418,711  2,300,542"
Privale nonfarm employment, percent change, 2010-2011 -0.2% 1.6%"
Nonemployer establishments, 2011 80,869 - 473,451
Tolal number of firms, 2007 76,350 545,348
Black-owned firms, percent, 2007 30.9% 8.4%
American Indian- and Alaska Native-owned firms, percent,
2007 0.3% 0.5%
Asian-owned firms, percent, 2007 3.4% 2.0%
Native Hawaiian and Other Pacific Islander-owned firms,
percent, 2007 0.1% 0.1%
Hispanic-owned firms, percent, 2007 1.7% 1.6%
Women-owned firms, percent, 2007 30.8% 25,9%
Manufacturers shipments, 2007 ($1000) 17,969,681 140,447,760

http://quickfacts.census.gov/qfd/states/47/47157 . html 11/7/2013



Shelby County QuickFacts from the US Census Bureau

Merchanl wholesaler sales, 2007 ($1000)

Retail sales, 2007 ($1000)

Retail sales per capila, 2007

Accommodation and food services sales, 2007 ($1000)
Building permits, 2012

Geography QuickFacts

29,636,012 80,116,528
11,832,863 77,547,291
$12,971 $12,563
1,787,964 10,626,759
2,325 20,147

Shelby
County Tennessee

Land area in square miles, 2010

Persons per square mile, 2010

FIPS Code

Metropolitan or Micropolilan Statistical Area

1: Includes dala nol distribuled by county.

(a) Includes persons reporiing only one race

763.17  41,234.90

1,215.5 153.9

157 47
Memphis,
TN-MS-AR
Metro Area

(b) Hispanics may be of any race, so also are included in applicable race calegories

D: Suppressed lo avoid disclosure of confidential information

F: Fewer than 25 fimns

FN: Footnote on this ilem for this area in place of data

NA: Not available

S: Suppressed; does not meel publicalion slandards

X: Not applicable

Z: Value greater than zero bul less than half unil of measure shown

Source U.S Census Bureau: Stale and Counly QuickFacls, Data derived from P {
Census of Population and Housing, Slale and Counly Housing Unit Estimates, Counly Business Pallems, Nonemployer Stalistics,

Economic Census, Survey of Business Owners, Building Permils
Last Revised: Thursday, 27-Jun-2013 14:31:49 EDT

A

http://quickfacts.census.gov/qfd/states/47/47157 html

Page 2 of 2

11/7/2013



Attachment B.ITLA.1

The Regional Medical Center at Memphis

Property Map

Parcel ID # Description Acres
018051-00051 | Hospital 7.94
018050-00001 | Adams Pavilion 3.92
018051-00043 | Valet Parking Lot - Dunlap 0.70
018051-00042 | Chandler Parking Lot - Dunlap 0.34
018051-00052 | Outpatient Center Parking Lot - Dunlap 0.92
018051-00041 | Outpatient Center Parking Lot - Dunlap 0.14
018051-00055 | ED Parking Lot & Grass Lot - Jefferson 1.73
18051-00040 Hospital Drive 0.63
18063-00002 Pauline Garage 1.81
18049-00009C | Vacant Lot - Adams 0.42

Total Acreage 18.55
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Find Shortage Areas: MUA/P by State and County Page 1 of 1
Attachment C.Need.4.B

U. S. Deparimant of Healih and Human Services Enter Keywords
Health Resources and Services Administration ' HRSA Data Warehouse i ;> HRSA gov

Powered by the HRSA Data Warehouse

Find Shortage Areas: MUA/P by State and County

Shortage Criteria:

Designation State: Tennessee

Home County: Shelby Counly

—_— ID #: All

Find T
Shortage
Areas Results: 52 records found.

HPSA & I Taie [T Type [ Seors | Designellon Daw | Tipdate Date
MUA/P by Shelby County
Address ﬂ Shaelby Sorvice Area 03249 MUA 56,501 gaRTn2

CT 0201,01
HPSA by CT 0201.02
State & | CT0202.10

County Wity Servies Aren 32850 A o jeoanwiz

CT 0216.20

filRSAY ~CT0219.00
Eligible for T

the | CT 022023
{_CT

Medicare
Physician £
Bonus g
Payment CT 02222

c

C

C

5

i Wornphiis Sarvica Aron G760 Lk SG00_ S005/04I05
0

CT D003.00

CT 0004.00
CT 0006.00
0007.00

alo)
:
i

lolololelofolalole|
o
=]
[=]
8

9
=2
i
E

0024.00
0025.00
0027.00
00zE.00
0030.00
0036.00
0088.00
ooag o1
0099.02
CT 0100.00
€T 010110
CT 010120
CT 010210
CT 010220
CT 010308
CT 0111.0
CT 0112.0

0

lell9] (el

ololefolole]

CT 0205.23
CT 0205.24

| NEW SEARCH | | MODIFY SEARCH CRITERIA |

i

Ask Questions | Viewers & Players | Privacy Policy | Disclaimers | Accessibititv | Freedom of Information Act | USA.aov | WhiteHouse.gov | Recovery.qov |

http://muafind.hrsa.gov/index.aspx 11/7/2013



Find Shortage Areas: HPSA by State & County Page 1 of 2

i ! 4

HRSA Dala Warehouse % | HRSA.gov =i

11§ Dapartment of Health and Human Sarvicas Enter Keywords
Health Resources and Services Administration HRSA Dala Warehouse

HRSA.gov

Powered by the HRSA Data Warehcuse

Find Shortage Areas: HPSA by State & County

Shortage [Criteria:
Designation State: Tennessee O N 1 sy .
Hom?s County: Shelby County alstmp'l:or\\”e. Primary Medical Care
= 2] l"(:tms" Designated
Find Date of Last Update: All Dales }')‘/p:‘ Al -
Shortage HPSA Score (lower limit): 0 )
Areas  [Results: 106 records found.
HPSA & (Satellite sites of Comprehensive Health Genlers au ically assume the HPSA scare of ihe affilisted oranlge Triay are nol listecd separatily )
MUA/P by i TWPSA Nane T D T Ti5a [ Fie | #ston Soorm |
Address 157 - Shelby County
HPSA Eu’w Ineome - MW, Meniphis-Frayser (1478004708 Population Sroup 20 i [
Eligible f C.T.0002.00 Census Tracl
iginle for C.T. 0003.00 Censs T1ac)
the Medicare C.T. 000400 Census T
Physician C_T. 0006.00 Centus Tracl
Bonus C.T. 0007.00 Cengus Traal
C.T. 000B.00 Census Tragl
Payment C.T_0006.00 Cousus Tracl
C.T. 0011.00 Census Trat|
’gggz by C.T 001200 Trac)
C.T.0013.00
County C.T 001400
= C.T.001500
C.T 0017.00 Census Tranl
C.T. 0019.00 Census Traol
C.T_0020.00 Ty T
C 7T, 0021.00 Census Traol
C.T_0024.00 Census Tracl
C.T.0025.00 Cansis Tracl
C.T. 0027.00 Census Trac
C.T.0028.00 Catisls Tract
C.T.0030.00 Crnsus Trael
C.T. 0036 00 Cansug Tract
C.T. 008900 Census Tract
C.T.0099.01 Census Tracl
C.T. 0099 02 Census Tract
€.T.0100.00 Gensusg Tract
C.T.0101.10 Gonsls Tract
C.T 0101.20 Census Trael
C.T.0102.10 Censtis Trae
C.T.0102.20 Census Trac|
C.T. 0103 00 Census Tract
C.T.0111.00 Census Tradt
C.T.0112.00 Cansus Traol
€.T.0113.00 Cofizus Tragl
C.T. 020511 Censis Traol
C.T.0205.12 Cunsus Thic
C.T. 020521 Consus Traot
C.T 020523 Census Tl
C.T.020524 Census Trad
I Low Income - SouthwesT Momphis 1478204707 Fapulation Graup 40 2 []
C.T. 0037 00 Census Tisel
C.T. D038 00 Consus Tract
C.T. 0039.00 Consuy Troct
C.T.0045.00 Census Tract
C.T, 0046.00 Censis Traol
C.T, 0050 00 Census Trac|
C.T. 005300 Consis e
C T. 0055 00 Consus Tracl
C.T. 0056.00 Cenaun Trac]
£.T. 0057 00 Cuisus Tracl
C.T. 0058 00 Gensys Trosl
€.T 005900 Census Trig|
C T, 0060.00 Canaus Tradl
C.T. 0062.00 Census Tradl
C.T. 0063.00 Consus Trl
C.T, 0064.00 Cansus Trol
C.T. 0065.00 Census Tiask
C.T, 006600 Canaus Tract
C.T. 0067.00 Census Tragt
C.T, 0068.00 Cansis Tract
C.T.0069.00 Lensus Traol
C.T, 0070.00 Census Tract
C.T 007300 Consus Tract
C.T.0074.00 Census Tract
C.T. D075 00 Censtis Tract
C.T.0078.10 et Tract
CT. 007821 Census Tt
C.T.0078.22 Census Trac!
C T 0079.00 Census Tract
C.T. 008000 Census Tracl
CT.0081.10 Cengis Tract
C T 008120 Consus Tract
C.T 0082.00 Cernisus Trac|
C.T 0105.00 Census Tracl
CT 010610 Cennus Tracl
C.T.0106.20 Censits Tratl
C.T._0106.30 Census Trati
C7. o810 Consus Trad

http://hpsafind.hrsa.gov/HPSASearch.aspx 11/7/2013



Find Shortage Areas: HPSA by State & County

Page 2 of 2

C.T. 0110.10 Gonsus Traot
C.T. 0110.20 Canss Traot
C.T.0114.00 Caonsug Trasl
C.T, 8115.00 Census Tract
C.T.011600 Guonsus Tracl
C.T.0117.00 Censis Tract
T 011800 Census Tragl
C.T.0217.31 Censug Trac|
C.T, N230,22 Census Trac
C.T, 022023 Cansus Trac|
C.T, 022024 Cansus Tradl
CT 21 Canbus Tonl
C.T.0221.12 Census Trasl
C.T, 022210 Consus Tract
C.T, 0222230 Census Trect
C.T. 022310 Census Tracl
G.T, 0223 21 Census Tratt
C.T, 0223.22 Census Traot
C.T, 022330 Census Tracl
C.T. 02410 Census Tiach
C.T, 022500 Census Tranl
C.T. D226.00 Consus Tract
C.T. 0227 00 Census Troo
1.60 Cemus Tracl
orrectional Institution - Memphis 478994730 & Faciiy 12
ity Health Services, Inc, ATEGEATEY Comprehensive Hitallh Canter 18
Q s Health Center, Inc, 479994795 Comprehensive Health Cenlar 17
Data as of: 11/7/2013
| NEW SEARCH | MODIFY SEARCH CRITERIA
(i

Asl Questions | Viewers & Players | Privacy Pollcy | Disclaimers | Accessibility | Freedom of Infarmation Act | USA.qgov | WhileHouse.qov | Recovery.gov |

http://hpsafind.hrsa.gov/HPSASearch.aspx

11/7/2013
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Attachment C.EF.2

Regional Medical Center at Memphis

November 14, 2013

Melanie Hill, Executive Director

Health Services and Development Agency
500 Deaderick Street, Suite 850
Nashville, Tennessee 37243

Re: 20 Bed SNF Unit

Mrs. Hill,
I am the Chief Financial Officer for Regional Medical Center. Our latest {inancials,
submitted with our Certificate of Need application, indicate that we have sufficient cash
reserves to fund this $300,000.00 project.
This is to notify you that our cash reserves are available for this project.
Please contact me if you have any questions.
Sincerely,
/}

\\ /

. Richard Wagers, Jr.
Senior Executive Vice President & CFO

877 Jefferson Avenue Memphis, TN 38103 901.545.7100



Shelby County Nursing Homes Patient Charges

2009 Attachment C.EF.6.B.
Nursing Home Beds Occ. Ptdays| Avg. Gross| Avg. Deduct| Avg. Net
Allen Morgan Health and Rehab Cntr 104 74.9% 28,443 258.86 83.53 175.33
Allenbrooke Nursing & Rehab Cntr, LLC 180 93.7% 61,566 220.21 19.18 201.03
Americare Health and Rehab Cntr 237 60.8% 52,630 213.31 0.00 213.31
Applingwood Health Care Center 78 91.2% 25,959 230.29 11.48 218.82
Ashton Place Health and Rehab Center 211 94.7% 72,948 235.15 30.64 204.51
Ave Maria Home 75 98.3% 26,917 178.34 5.92 172.41
Baptist Memorial Hospital - Memphis SNF 35 67.7% 8,647 1140.73 779.26 361.48
Baptist Skilled Rehab Unit - Germantown & & * i b &
Bright Glade Health and Rehabilitation 81 88.8% 26,264 22541 7.90 217.51
Cort Manor Nursing Cntr 98 69.0% 24,682 190.34 7.91 182.44
Dove Health & Rehab of Collierville, LLC 114 26.5% 11,038 315.36 131.53 183.83
Grace Healthcare of Cordova 284 77.7% 80,505 383.35 170.53 212.82
Graceland Nursing Center 240 95.5% 83,676 195.50 15.65 179.85
Kirby Pines Manor 120 95.3% 41,741 23429 11.69 222.61
Memphis Jewish Home 160 92.9% 54,271 390.98 143.99 246.99
Methodist Healthcare Skilled Nursing Facility 44 38.2% 6,128 1434.97 1001.24 433.73
MidSouth Health and Rehabilitation Center 155 92.7% 52,466 198.13 34.92 163.21
Millington Healthcare Center 85 87.6% 27,186 359.99 139.24 220.75
Poplar Point Health and Rehabilitation 169 83.4% 51,418 219.18 23.51 195.67
Parkway Health and Rehabilitation Center 120 97.2% 42,590 289.40 93.51 195.89
Primacy Healthcare and Rehab Cntr 120 91.6% 40,117 296.46 6.15 290.31
Quality Care Center of Memphis 48 75.8% 13,288 103.94 0.00 103.94
Quince Nursing and Rehabilitation Center 188 96.2% 66,004 250.08 20.94 229.14
Rainbow Health & Rehab of Memphis, LLC 112 74.0% 30,269 373.08 117.10 255.98
Signature Health of Memphis 140 92.3% 47,157 224.95 15.29 209.66
Spring Gate Nursing & Rehab Cntr 233 84.0% 71,473 230.79 0.00 230.79
Signature HealthCare at St. Francis 197 40.3% 28,965 456.44 37.52 418.91
Signature Healthcare at St. Peter Villa 180 95.6% 62,792 245.89 43,55 202.34
The King's Daughters and Sons Home 108 98.6% 38,873 212.67 19.82 192.85
The Village at Germantown 30 91.4% 10,011 276.33 0.00 276.33
Highlands of Memphis Health & Rehab 180 81.9% 53,824 207.65 16.73 190.92
Whitehaven Community Living Center 92 87.1% 29,249 247.94 45.83 202.10

Source: JAR for Nursing Homes, 2009

Notes: Avg. Gross = average gross charge per paient day
Avg. Deduct = average deductions per paient day
Avg. Net = average net charge per paient day

* No JAR



Shelby County Nursing Homes Patient Charges

2010
Nursing Home Beds Ocec. Pt days| Avg. Gross| Avg. Deduct] Avg. Net
Allen Morgan Health and Rehab Cntr 104 76.5% 29,053 267.03 67.70 199.33
Allenbrooke Nursing and Rehab Cntr, LLC 180 93.8% 61,632 224.67 16.91 207.76
Americare Health and Rehab Cntr 237 60.7% 52,472 210.45 0.00 210.45
Applingwood Health Care Center 78 95.1% 27,076 233.34 14.98 218.37
Ashton Place Health and Rehab Center 211 94.3% 72,619 250.43 22.75 227.68
Ave Maria Home 75 97.9% 26,796 190.77 14.05 176.72
Baptist Memorial Hospital - Memphis SNF 35 81.2% 10,378 910.36 773.36 137.00
Baptist Skilled Rehabilitation Unit - Germantown 18 4.9% 324 1604.18 1185.65 418.53
Bright Glade Health and Rehabilitation 81 87.0% 25,709 247.43 9.83 237.60
Harbor View Nursing & Rehab Cntr, Inc. 120 54.0% 23,637 239.63 12.58 227.05
Dove Health & Rehab of Collierville, LLC 114 66.6% 27,733 335.46 58.91 276.56
Grace Healthcare of Cordova 284 83.1% 86,103 260.59 70.64 189.95
Graceland Nursing Center 240 93.7% 82,117 219.66 31.23 188.43
Kirby Pines Manor 120 92.6%| 40,578 308.59 140.58 168.01
Memphis Jewish Home 160 83.4% 48,726 399.06 141.17 257.90
Methodist Healthcare Skilled Nursing Facility 44 34.1% 5,472 1492.97 1102.62 390.35
MidSouth Health and Rehabilitation Center 155 30.3% 17,147 221.17 34,71 186.46
Millington Healthcare Center 85 94.0% 29,170 362.33 131.34 230.99
Poplar Point Health and Rehabilitation 169 86.8% 53,543 206.32 8.37 197.95
Parkway Health and Rehabilitation Center 120 83.0% 36,359 349.85 111.41 238.43
Primacy Healthcare and Rehab Cntr 120 95.5% 41,826 300.64 5.52 295.12
Quality Care Center of Memphis 48 74.3% 13,026 114.12 0.00 114.12
Quince Nursing and Rehabilitation Center 188 95.8% 65,719 250.52 19.28 231.24
Rainbow Health & Rehab of Memphis, LLC 112 94.8% 38,767 371.85 123.44 248.41
Signature Health of Memphis 140 95.9% 49,005 225.78 71.58 154.20
Spring Gate Nursing and Rehabilitation Center 233 86.8% 73,826 238.97 0.00 238.97
Signature HealthCare at St. Francis 197 101.1% 72,715 233.80 757.84 158.01
Signature Healthcare at St. Peter Villa 180 86.1% 56,578 20.50 5.64 14.86
The King's Daughters and Sons Home 108 98.3% 38,768 215.97 17.32 198.66
The Village at Germantown 30 91.3% 10,002 402.72 0.00 402.72
Highlands of Memphis Health & Rehab 180 81.5% 53,561 285.30 22.90 262.39
Whitehaven Community Living Center 88 93.8% 30,136 231.83 34.02 197.81

Source: JAR for Nursing Homes, 2010

Notes: Avg. Gross = average gross charge per paient day
Avg. Deduct = average deductions per paient day
Avg. Net = average net charge per paient day




Shelby County Nursing Homes Patient Charges

2011
Nursing Home Beds Ocec. Pt days| Avg. Gross| Avg. Deduct| Avg. Net
Allen Morgan Health and Rehab Cntr 104 71.6% 27,178 293.81 47.11 246.70
Allenbrooke Nursing and Rehab Cntr, LLC 180 95.7% 62,846 221.42 13.13 208.28
Civic Health and Rehab Cntr 147 97.3% 52,210 0.00 0.00 0.00
Applingwood Health Care Center 78 86.0% 24,486 270.16 16.10 254.06
Ashton Place Health and Rehab Center 211 85.0% 65,464 229.50 5.08 224.42
Ave Maria Home 75 93.7% 25,652 227.62 20.70 206.91
Baptist Memorial Hospital - Memphis SNF 35 82.9% 10,590 983.09 817.95 165.14
Baptist Skilled Rehab Unit - Germantown 18 78.0% 5,123 1810.77 1270.46 540.31
Bright Glade Health and Rehabilitation 81 86.1% 25,451 269.85 9.31 260.55
Harbor View Nursing and Rehab Cntr, Inc. 120 79.5% 34,815 269.10 18.54 250.56
Dove Health & Rehab of Collierville, LLC 114 84.1% 34,996 310.38 47.91 262.47
Grace Healthcare of Cordova 284 71.5% 74,167 285.52 92.31 193.21
Graceland Nursing Center 240 87.3% 76,445 230.19 32.82 197.37
Kirby Pines Manor 120 96.3% 42,160 316.75 151.48 165.27
Memphis Jewish Home 160 76.0% 44,394 412.40 129.03 283.36
Methodist Healthcare SNF 44 33.4% 5,370 1667.91 1314.51 353.40
MidSouth Health and Rehab Cntr 155 51.6% 29,172 285.88 17.62 268.26
Millington Healthcare Center 85 91.6% 28,410 311.37 59.51 251.86
Poplar Point Health and Rehabilitation 169 77.2% 47,604 211.50 3.49 208.01
Parkway Health and Rehabilitation Center 120 97.1% 42,549 269.02 52.72 216.30
Kindred Transitional Care & Rehab Cntr-Primacy 120 72.2% 31,637 362.77 4.48 358.29
Quality Care Center of Memphis 48 69.9% 12,244 120.80 0.00 120.80
Quince Nursing and Rehabilitation Center 188 96.7% 66,343 256.10 17.27 238.82
Rainbow Health & Rehab of Memphis, LL.C 115 94.7% 39,763 274.52 38.05 236.47
Signature Health of Memphis 140 94.8% 48,440 201.38 31.02 170.36
Spring Gate Nursing and Rehabilitation Center 231 93.2% 78,591 23557 0.00 235.57
Signature HealthCare at St. Francis 197 87.3% 62,807 211.61 20.05 191.57
Signature Healthcare at St. Peter Villa 180 82.9% 54,445 231.79 48.43 183.36 '
The King's Daughters and Sons Home 108 96.2% 37,908 226.09 17.32 208.77
The Village at Germantown 30 85.6% 9,371 418.16 0.00 418.16
Highlands of Memphis Health & Rehab 180 84.1% 55,265 33345 52.32 281.13
Whitehaven Community Living Center 92 90.1% 30,268 229.36 34.35 195.01

Source: JAR for Nursing Homes, 2011

Notes: Avg. Gross = average gross charge per paient day

Avg. Deduct = average deductions per paient day

Avg. Net = average net charge per paient day

NOTES: Civic Health and Rehab Center's license expired on July 1, 2013

Bright Glade Health and Rehab Center decreased bed count to 77 beds on April 1, 2011
Grace Healthcare of Cordova decreased bed count to 240 beds on July 1, 2013
Spring Gate Nursing and Rehab Center is licensed for 233 beds, according to TN DoH
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SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Statements of Revenues, Expenses, and Changes in Net Position

Years ended June 30, 2013 and 2012

Operating revenues:

Net patient service revenue (including additional incremental
reimbursement from various state agencies for participation
in TennCare/Medicaid programs of approximately

$72,928,000 in 2013 and $80,997,000 in 2012)
Other revenue

Total operating revenues

Operating expenses:
Salaries and benefits
Supplies and services
Physician and professional fees
Purchased medical services
Plant operations
Insurance
Administrative and general
Community services
Depreciation and amortization

Total operating expenses
Operating (loss) gain

Nonoperating revenues:
Investment income
Appropriations from Shelby County
Other

Total nonoperating revenues
Increase in net position
Net position, beginning of year

Net position, end of year

See accompanying notes to basic financial statements.

[ 2

2013

2012

303,785,730

325,541,073

17,299,369 10,225,345
321,085,099 335,766,418
150,862,502 146,617,414

70,047,247 67,116,810

27,904,579 25,813,984

23,827,404 22,226,761

12,348,849 13,171,232

2,011,533 2,820,277

31,961,705 22,734,934

632,390 1,380,063

13,000,644 11,391,621
332,596,853 313,273,096
(11,511,754) 22,493,322

347,504 1,423,480

26,816,001 26,816,511

306,665 2,662

27,470,170 28,242,653

15,958,416 50,735,975
227,271,871 176,541,896

243,236,287

227,277,871




SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Statements of Cash Flows
Years ended June 30, 2013 and 2012

Cash flows from operating activities:
Receipts from and on behalf of patients and third-party payors $
Other cash receipts
Payments to suppliers
Payments to employees and related benefits

Net cash provided by operating activities

Cash flows from noncapital financing activity:
Appropriations received from Shelby County

Net cash provided by noncapital financing activity

Cash flows from capital and related financing activities:
Capital expenditures
Proceeds from sale of capital assets

Net cash used in capital and related financing activities

Cash flows from investing activities:
Purchases of investments
Proceeds from sale of investments
Distributions received from joint venture
Investment income proceeds

Net cash provided by (used in) investing activities
Net decrease in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year $

2013

2012

307,747,888
16,361,590

304,745,173
10,172,165

(166,237,587) (156,711,192)
(152,211,460) (143,356,032)
5,660,431 14,850,114
26,816,001 26,816,511
26,816,001 26,816,511

(37,669,963)
40,600

(20,703,680)
18,637

(37,629,363)

(20,685,043)

(236,280,471) (152,418,086)
240,307,747 101,347,058
277,065 —

(2,327,993) 1,919,634
1,976,348 (49,151,394)
(3,176,583) (28,169,812)
18,647,650 46,817,462
15,471,067 18,647,650

(Continued)



SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Statements of Cash Flows

Years ended June 30, 2013 and 2012

Reconciliation of operating (loss) gain to net cash provided by
operating activities:
Operating (loss) gain $
Adjustment to reconcile operating (loss) gain to net cash
provided by operating activities: |
Depreciation and amortization
Changes in operating assets and liabilities:
Patients accounts receivable, net
Other receivables
Other current assets
Accounts payable
Accrued expenses and other current liabilities
Accrued professional and general liability costs

Net cash provided by operating activities $

Supplemental schedule of noncash investing and financing activities:
Net decrease in the fair value of investments $
Gain on capital asset disposals

See accompanying notes to basic financial statements.

2013

2012

(11,511,754)

22,493,322

13,000,644 11,391,621
4,240,851 (20,747,895)
(1,326,520) (156,760)
(667,802) (520,021)
2,383,912 2,806,081
359,100 65,766
(818,000) (482,000)
5,660,431 14,850,114
2,674,511 486,477
29,600 2,662



1

SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements

June 30, 2013 and 2012

Organization and Summary of Significant Accounting Policies

Shelby County Health Care Corporation (d/b/a The Regional Medical Center at Memphis — The Med) was
incorporated on June 15, 1981, with the approval of the Board of County Commissioners of Shelby
County, Tennessee (the County). The Med is a broad continuum healthcare provider that operates facilities
owned by the County under a long-term lease. The lease arrangement effectively provided for the transfer
of title associated with operating fixed assets and the long-term lease (for a nominal amount) of related real
property. The lease expires in 2031.

The Med is a component unit of the County as defined by Governmental Accounting Standards Board
(GASB) Statement No. 61, The Financial Reporting Entity: Omnibus — an amendment of GASB Statement
No. 14 and No. 34. The Med’s component unit relationship to the County is principally due to financial
accountability and financial benefit or burden as defined in GASB Statement No. 61. The Med is operated
by a 13-member board of directors, all of whom are appointed by the Mayor of the County and approved
by the County Commission.

The Regional Medical Center at Memphis Foundation (The Med Foundation) is a component unit of The
Med principally due to The Med’s financial accountability and financial benefit or burden for The Med
Foundation as defined in GASB Statement No. 61. The Med Foundation is operated by a board of
directors, all of whom are appointed by The Med’s board. The Med Foundation is a blended component
unit of The Med because it provides services entirely to The Med. The Med Foundation issues separate
audited financial statements, which can be obtained by writing to The Regional Medical Center
Foundation, 877 Jefferson Avenue, Memphis, Tennessee 38103 or by calling 901-545-7482.

GASB Statement No. 34, Basic Financial Statements — and Management’s Discussion and Analysis — for
State and Local Governments, requires a management’s discussion and analysis (MD&A) section
providing an analysis of The Med’s overall financial position and results of operations; however, The Med
has chosen to omit the MD&A from these accompanying financial statements.

The significant accounting policies used by The Med in preparing and presenting its financial statements
follow:

(a)  Presentation
The financial statements include the accounts of The Med. All material intercompany accounts and
transactions have been eliminated.

(b)  Use of Estimates

The preparation of financial statements in conformity with U.S. generally accepted accounting
principles requires that management make estimates and assumptions affecting the reported amounts
of assets, liabilities, revenues, and expenses, as well as disclosure of contingent assets and liabilities.
Actual results could differ from those estimates.

Significant items subject to estimates and assumptions include the determination of the allowances
for contractual adjustments and uncollectible accounts, reserves for professional and general liability

7 (Continued)
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SHELBY COUNTY HEALTH CARE CORPORATION i
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements

June 30, 2013 and 2012

claims, reserves for employee healthcare claims, net postretirement benefit cost and obligation, and
estimated third-party payor settlements.

In addition, laws and regulations governing the Medicare, TennCare, and Medicaid programs are
extremely complex and subject to interpretation. As a result, there is at least a reasonable possibility
that recorded estimates related to these programs will change by a material amount in the near term.

Enterprise Fund Accounting
The Med’s financial statements are prepared using the economic resources measurement focus and
accrual basis of accounting.

=

Cash Equivalents

The Med considers investments in highly liquid debt instruments purchased with an original maturity
of three months or less to be cash equivalents.

Investments and Investment Income
Investments are carried at fair value, principally based on quoted market prices. Investment income
(including realized and unrealized gains and losses) from investments is reported as nonoperating

revenue,

Inventories

Inventories, consisting principally of medical supplies and pharmaceuticals, are stated at the lower of
cost (first-in, first-out method) or replacement marlet.

Investments in Joint Ventures

Investments in joint ventures consist of The Med’s equity interests in joint ventures as measured by
its ownership interest if The Med has an ongoing financial interest in or ongoing financial
responsibility for the joint venture. The investments are initially recorded at cost and are
subsequently adjusted for additional contributions, distributions, undistributed earnings and losses,

and impairment losses.

Capital Assets

Capital assets are recorded at cost, if purchased, or at fair value at the date of donation. Depreciation
is provided over the useful life of each class of depreciable asset using the straight-line method.
Maintenance and repairs are charged to operations. Major renewals and betterments are capitalized.
When assets are retired or otherwise disposed of, the cost and related accumulated depreciation are
removed from the accounts and the gain or loss, if any, is included in nonoperating revenues
(expenses) in the accompanying statements of revenues, expenses, and changes in net position.

The Med capitalizes interest cost on qualified construction expenditures, net of income earned on
related trusteed assets, as a component of the cost of related projects. No such interest costs were

capitalized in 2013 or 2012.

8 (Continued)
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SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements

June 30, 2013 and 2012

All capital assets other than land are depreciated using the following lives:

Land improvements 5 to 25 years
Buildings and improvements 10 to 40 years
Fixed equipment 5 to 25 years
Movable equipment 3 to 20 years
Software 3 years

Impairment of Capital Assets

Capital assets are reviewed for impairment when service utility has declined significantly. If such
assets are no longer used, they are reported at the lower of carrying value or fair value. If such assets
will continue to be used, the impairment loss is measured using the method that best reflects the
diminished service utility of the capital asset. No charge related to impairment matters was required
during 2013 or 2012.

Compensated Absences

The Med’s employees accumulate vacation, holiday, and sick leave at varying rates depending upon
years of continuous service and payroll classification, subject to maximum limitations. Upon
termination of employment, employees are paid all unused accrued vacation and holiday time at
regular rate of pay up to a designated maximum number of days. Since the employees’ vacation and
holiday time accumulates and vests, an accrual for this liability is included in accrued expenses and
other current liabilities in the accompanying statements of net positions. An accrual is recognized for
unused sick leave expected to be paid to employees eligible to retire.

Net Position

Net position of The Med is classified into the following components:

o Net investment in capital assets, consist of capital assets net of accumulated depreciation.

o Restricted include those amounts with limits on their use that are externally imposed (by
creditors, grantors, contributors, or the laws and regulations of other governments).

o Unrestricted represents remaining amounts that do not meet either of the above definitions.

When The Med has both restricted and unrestricted resources available to finance a particular
program, it is The Med’s policy to use restricted resources before unrestricted resources.

The Med Foundation historically and to-date does not maintain donor-restricted endowment funds,
or any Board-designated endowments. The Med Foundation’s Board has interpreted Tennessee’s
State Prudent Management of Institutional Funds Act (SPMIFA) as requiring the preservation of the
fair value of the original gift as of the gift date of the donor-restricted endowment funds, absent
explicit donor stipulations to the contrary. In all material respects, income from The Med
Foundation’s donor-restricted endowment funds is itself restricted to specific donor-directed
purposes, and is, therefore, accounted for within restricted amounts until expended in accordance

9 (Continued)
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SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements

June 30, 2013 and 2012

with the donor’s wishes. The Med Foundation oversees individual donor-restricted endowment funds
to ensure that the fair value of the original gift is preserved.

Statement of Revenues, Expenses, and Changes in Net Position

For purposes of presentation, transactions deemed by management to be ongoing, major, or central to
the provision of healthcare services, other than financing costs, are reported as operating revenues
and operating expenses. Other transactions, such as investment income, appropriations from Shelby
County, gain (loss) on disposal of capital assets, and equity in earnings and impairment losses of
joint ventures, are reported as nonoperating revenues and expenses.

Net Patient Service Revenue

Net patient service revenue is reported at estimated net realizable amounts from patients, third-party
payors, and others for services rendered, including estimated retroactive revenue adjustments due to
future audits, reviews, and investigations. Retroactive adjustments are considered in the recognition
of revenue on an estimated basis in the period the related services are rendered and such amounts are
adjusted in future periods as adjustments become known or as years are no longer subject to such
audits, reviews, and investigations. Changes in estimates related to prior cost reporting periods
resulted in an increase in net patient service revenue of approximately $1,552,000 and $3,992,000 in
2013 and 2012, respectively.

Charity Care

The Med provides care to patients who meet certain criteria under its charity care policy without
charge or at amounts less than its established rates. Because The Med does not pursue collection of
amounts determined to qualify as charity care, they are not reported as revenue.

When defining charity care, The Med employs the Federal Poverty Guideline (FPG) to determine the
level of discount uninsured patients receive. The level by which assistance is determined is through
the scale set by DHHS (Department of Health and Human Services), which includes factors such as
residents per household and income. The Med’s methodology includes all patients that fall at or
below the 150% FPG baseline. The Med does not have a cap to which patients will not qualify for a
discount. Additionally, The Med’s charity care guidelines provide for an expansive definition of
charity care patients, including an upfront discount from standard charges for uninsured patients.

Income Taxes

The Med is a not-for-profit corporation organized by the approval of the Board of County
Commissioners of the County and qualifies as a tax-exempt entity under Internal Revenue Code
(IRC) Section 501(a) as organizations described in IRC Section 501(c)(3), and therefore, related
income is generally not subject to federal or state income taxes, except for tax on income from
activities unrelated to its exempt purpose as described in IRC Section 512(a). Thus, no provision for
income taxes has been recorded in the accompanying financial statements.

10 (Continued)
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SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements

June 30, 2013 and 2012

Appropriations

The County has historically appropriated funds annually to The Med to partially offset the cost of
medical care for indigent residents of the County. Appropriations for indigent residents from the
County were approximately $26.8 million for both the years ended June 30, 2013 and 2012.
Appropriations from the County are reported as nonoperating revenue in the accompanying
statements of revenues, expenses, and changes in net position.

Recent Pronouncements

During the year ended June 30, 2013, The Med adopted GASB Statement No. 63, Financial
Reporting of Deferred Outflows of Resources, Deferred Inflows of Resources, and Net Position,
(Statement No. 63). This new accounting pronouncement requires that amounts representing deferred
outflows of resources be reported in a balance sheet in a separate section following assets. Similarly,
amounts that are required to be reported as deferred inflows of resources should be reported in a
separate section following liabilities. Statement No. 63 further requires that the balance sheet report
the residual amount as “net position” rather than “net assets.” Net position represents the difference
between all other elements in a balance sheet and should be displayed in three components — “net
investment in capital assets,” “restricted,” and “unrestricted.” The adoption of Statement No. 63 did
not have a material impact on The Med’s financial statements.

During the year ended June 30, 2013, The Med adopted GASB Statement No. 62, Codification of
Accounting and Financial Reporting Guidance Contained in Pre-November 30, 1989 FASB and
AICPA Pronouncements (Statement No. 62). The primary objective of the new accounting
pronouncement is to directly incorporate the applicable provisions of FASB and American Institute
of Certified Public Accountants (AICPA) pronouncements issued on or before November 30, 1989
into the state and local government accounting and financial reporting standards. Statement No. 62
also eliminates the option provided in GASB Statement No. 20 to apply post-November 30, 1989
FASB pronouncements not in conflict with GASB pronouncements. The adoption of Statement
No. 62 did not have a material impact on The Med’s financial statements.

During the year ended June 30, 2013, The Med adopted GASB Statement No. 61, The Financial
Reporting Entity: Omnibus — amendments of GASB Statements No. 14 and No. 34 (Statement
No. 61). This new accounting pronouncement modifies certain requirements for inclusion of
component units in the financial reporting entity. Statement No. 61 requires that financial benefit or
burden criteria be met for those entities that were previously included by meeting the fiscal
dependency criteria. In addition, for organizations that do not meet the financial accountability
criteria for inclusion as component units but should be included because the primary government’s
management has determined that it would be misleading to exclude them, Statement No. 61 clarifies
the manner in which such determination should be made and the types of relationships to be
considered. Furthermore, Statement No. 61 clarifies when component units should be blended or
presented discretely. The adoption of Statement No. 61 did not have a material impact on the Med’s
financial statements.

GASB Statement No, 65, Items Previously Reported as Assets and Liabilities (Statement No. 65),
was published in March 2012. This new pronouncement establishes accounting and financial

11 (Continued)
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SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements

June 30, 2013 and 2012

reporting standards that reclassify, as deferred outflows of resources or deferred inflows of resources,
certain items that were previously reported as assets and liabilities and recognizes, as outflows or
inflows of resources, certain items that were previously reported as assets and liabilities. The
provisions of Statement No. 65 are effective for financial statements for periods beginning after

December 15, 2012 (The Med’s fiscal year ending June 30, 2014).

Deposits and Investments

The composition of cash and cash equivalents follows:

Cash
Money market funds

2013 2012
15,449,393 14,534,478
21,674 4,113,172
15,471,067 18,647,650

The Med’s and The Med Foundation’s bank balances that are considered to be exposed to custodial credit
risk at June 30, 2013 are $15,088,140. Federal deposit insurance is $250,000 on all noninterest bearing
accounts as of June 30, 2013. Federal deposit insurance is unlimited on all noninterest bearing accounts as
of June 30, 2012, therefore, there is no custodial credit risk as of June 30, 2012.

Investments and restricted investments include amounts held by both The Med and The Med Foundation.

The composition of investments and restricted investments follows:

U.S. agencies

Certificates of deposit

Corporate bonds

Discount notes

Demand deposit accounts and money market funds
U.S. government funds

Common stock

Bond funds and Bond exchange-traded fund
Accrued interest

12

2013 2012
64,876,372 77,644,977
1,132,337 710,315
33,593,663 26,054,432
= 29,917
6,192,098 19,052,649
696,264 173,931
3,510,579 1,806,007
14,327,594 —
588,658 797,116
124,917,565 126,269,344

(Continued)



SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements

June 30, 2013 and 2012

At June 30, 2013, The Med and The Med Foundation had investments in debt securities with the following
maturities:

Investment and restricted investment maturities (in years)

Less than 6 months
Fair value 6 months to 1 year 1—5 years 5+ years
U.S. agencies $ 64,876,372 — - 6,957,190 57,919,182
Corporate bonds 33,593,663 1,440,126 616,649 26,579,958 4,956,930
$ 98,470,035 1,440,126 616,649 33,537,148 62,876,112

At June 30, 2012, The Med and The Med Foundation had investments in debt securities with the following
maturities:

Investment and restricted investment maturities (in years)

Less than 6 months
Fair value 6 months to 1 year 1—5years 5+ years
U.S. agencies $ 77,644,977 1,241,430 51,623 41,544,954 34,806,970
Corporate bonds 26,054,432 454,424 7,522,726 14,719,645 3,357,637
Discount notes 29,917 29,917 — —
§ 103.729,326 1,725,771 7,574,349 56,264,599 38,164,607

At June 30, 2013, The Med Foundation had one investment totaling $696,263 in the SEI Daily Income
Trust Government Fund that represented 5% or more of total investments for The Med Foundation. The
Med as of June 30, 2013 had one investment totaling $13,351,894 in iShares Barclays Intermediate Term
Corporate Credit Fund that represented more than 5% of total investments. There were no investments that
represented 5% or more of total investments as of June 30, 2012.

13 (Continued)



SHELBY COUNTY HEALTH CARE CORPORATION =
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements

June 30, 2013 and 2012

The Med and The Med Foundation have separate investment policies that are included below. The
summary of investments throughout the financial statements include the combined investment totals of The

Med and The Med Foundation.

At June 30, 2013, The Med’s and The Med Foundation’s corporate bonds, collectively, had the following
credit ratings per Standard and Poor’s:

Fair value Credit rating
$ 302,061 BBB-
2,408,467 BBB
2,820,895 BBB+
14,018,451 A-
9,493,989 A
2,940,469 A+
541,102 AA-
1,068,229 AA+

$ 33,593,663

At June 30, 2012, The Med’s and The Med Foundation’s corporate bonds, collectively, had the following
credit ratings per Standard and Poor’s:

Fair value Credit rating__
$ 211,957 BBB-
367,976 BBB
838,849 BBB+
16,800,217 A-
3,696,146 A
3,357,038 A+
782,249 AA+

$ 26,054,432

The Med’s and The Med Foundation’s investments in discount notes at June 30, 2013 and 2012 were not
rated.

As of June 30, 2013, The Med’s investment strategy, per its investment policy, is to provide liquidity to
fund ongoing operating needs and to act as a repository for both the accumulation of cash reserves needed
to cushion economic down cycles and to provide cash earmarked for strategic needs.

The portfolio objectives of The Med, listed in order of importance, are as follows:
[.  Preserve principal.

2. Maintain sufficient liquidity to meet forecasted cash needs.

14 (Continued)
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SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements

June 30, 2013 and 2012

Maintain a diversified portfolio in order to minimize credit risk.

Maximize yield subject to the above criteria.

The duration of the bond investment portfolio should not exceed 6 years.

The authorized investments are as follows:

L

Commercial Paper — Any commercial paper issued by a domestic corporation with a maturity of 270
or less days that carries at least the second highest rating by a recognized investor service, preferably
Standard and Poor’s and Moody’s Investors Service. Commercial paper shall not represent more
than 50% of the portfolio.

U.S. Treasury Securities — U.S. Treasury notes, bills, and bonds. There is no upper limit restriction
as to the maximum dollar amount or percentage of the portfolio that may be invested in
U.S. Treasury securities.

Bank Obligations — Any certificate of deposit, time deposit, Eurodollar CD issued by a foreign
branch of a U.S. bank, bankers’ acceptance, bank note, or letter of credit issued by a (U.S.) bank
possessing at least the second highest rating by a recognized investor services, preferably Standard
and Poor’s and Moody’s Investors Service. Bank obligations (excluding repurchase agreements,
commercial paper, and investments held by money market and mutual funds) may not represent
more than 30% of the portfolio. In addition, brokered CDs may be purchased from institutions,
irrespective of the institutions’ debt ratings, so long as the obligations are fully backed by the FDIC.

Repurchase Agreements — Any Repurchase Agreement purchased from one of the top 25 U.S. banks
or one of the primary dealers regulated by the Federal Reserve that is at least 102% collateralized by
U.S. government obligations. Repurchase Agreements may not represent more than 20% of the
portfolio.

Money Market Funds — Any open-end money market fund regulated by the U.S. government under
Investment Company Act Rule 2a-7. Any investment fund regulated by a Registered Investment
Advisor under Rule 3¢-7. Such fund investment guidelines must state that “the fund will seek to
maintain a $1 per share net asset value.” The Med’s investment in any one fund may not exceed 30%
of the assets of the fund into which it is invested.

United States Government Obligations — Any obligation issued or backed (federal agencies) by the
U.S. government. No more than 25% may be invested in obligations of any one federal agency.

Corporate Bonds — Obligations of United States and foreign corporations (including trusts and
municipalities of the United States) that carry at least the third highest rating by a recognized rating
service, preferably Standard & Poor’s or Moody’s Investors Service. Corporate bonds, held directly
and initially qualifying in one of the above categories, which have been downgraded below the third
highest rating, may be sold at the discretion of management. Corporate bonds may not represent
more than 40% of the portfolio, foreign corporate bonds may not represent more than 20% of the
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portfolio, and corporate bonds in the fourth highest rating category may not represent more than 20%
of the portfolio.

Bond Mutual Funds — Any publicly available investment registered under the Investment Company
Act of 1940 as on open-end mutual fund that is managing a portfolio or debt obligations. Each
mutual fund should have a minimum of $2 billion invested and hold at least 100 different debt
obligations. Bond mutual funds can only hold the Authorized Investments meeting all the criteria
described above. Additionally, bond mutual funds can hold corporate bonds in the fifth and sixth
highest ratings category as long as such holdings to not exceed 10% of the portfolio. Corporate
bonds, held via bond mutual funds and initially qualifying in one of the above categories, which
have been downgraded below the sixth highest rating, may not exceed 2% of the portfolio.

Equity Mutual Funds — Any publicly available investment registered under the Investment Company
Act of 1940 as an open-end mutual fund that is managing a portfolio of equity securities. Each
mutual fund should have a minimum of $2 billion invested and hold at least 100 different equity
securities. Such holdings should not represent more than 20% of the portfolio, Equity Mutual Funds
can hold equity securities (including common and preferred stocks) of the 1,000 largest corporations
in terms of market capitalization and inclusion in the Russell 1000 Index (representing large cap
stocks) that are traded on U.S. exchanges reported in the Wall Street Journal.

Debt Buy Back — Any debt obligation backed directly by Regional Medical Center may be purchased
so long as it is purchased at a discount.

Notwithstanding the above criteria, direct investments other than mutual funds that meet the
following criteria are not permitted: corporations with more than 25% of revenues derived from the
manufacture and sale of firearms, ammunition, and ammunition magazines to the general citizenry.

The Finance Committee of the Board of Directors meets periodically to review asset allocation, portfolio
performance, and overall adherence to the investment policy guidelines.

As of June 30, 2013, The Med Foundation utilized one investment manager. This manager is required to
make investments in adherence to The Med Foundation’s current investment policy and objectives.

The Med Foundation follows an investment strategy focused on maximizing total return (i.e., aggregate
return from capital appreciation and dividend and interest income) while adhering to certain restrictions
designed to promote a conservative portfolio.

Specifically, the primary objective of The Med Foundation investment management strategy is to maintain
an investment portfolio designed to generate a high level of current income with above-average stability.

Guidelines for investments and cash equivalents for The Med Foundation follow:

1.

2.

The Med Foundation’s assets may be invested only in investment grade bonds rated Baa or higher as
determined by Moody’s Investors Service or by another acceptable rating agency.

The overall market-weighted quality rating of the bond portfolio shall be no lower than A.
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3.  The Med Foundation’s assets may be invested only in commercial paper rated P-2 or higher by
Moody’s Investors Service or by another acceptable rating agency.

4.  The market-weighted maturity of the base portfolio shall be no longer than 10 years.

5. Quality of the equity securities will be governed by the federal Employee Retirement and Income
Security Act, the Tennessee guidelines for investing trust funds, and the “prudent man rule.”

6. Conservative option strategies may be used, with a goal of increasing the stability of the portfolio.

The Med Foundation limits investments in common stock to 40% of its investment portfolio. The
remainder of the portfolio is to be invested in fixed income investments.

Investment income is comprised of the following;:

2013 2012
Dividend and interest income $ 3,022,015 1,909,927
Net decrease in the fair value of investments (2,674,511) (486,447)
$ 347,504 1,423,480

Business and Credit Coneentrations

The Med grants credit to patients, substantially all of whom are local area residents. The Med generally
does not require collateral or other security in extending credit to patients; however, it routinely obtains
assignment of (or is otherwise entitled to receive) patients’ benefits payable under their health insurance
programs, plans, or policies (e.g., Medicare, Medicaid, Blue Cross, and commercial insurance policies).

The mix of receivables from patients and third-party payors follows, before application of related valuation
allowances:

2013 2012
Commercial insurance 31% 40%
Patients 36 32
Medicaid/TennCare 17 12
Medicare 16 16
100% 100%

17 (Continued)



4)

)

SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements

June 30, 2013 and 2012

Other Receivables

The composition of other receivables follows:

2013 2012
Accounts receivable from University of Tennessee
Center for Health Services $ 1,618,058 1,508,011
Accounts receivable from the County 49,536 84,936
Accounts receivable from the State of Tennessee 5,277,305 4,998,611
Grants receivable 291,099 294,783
Other 2,634,266 1,657,403
$ 9,870,264 8,543,744
Other Current Assets
The composition of other current assets follows:
2013 2012
Inventories : $ 3,857,425 3,320,733
Prepaid expenses 1,117,121 986,011
$ 4,974,546 4,306,744
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(6) Capital Assets

Capital assets and related activity consist of the following:

Balances at

Balances at

June 30, 2012 Additions Retirements Transfers June 30, 2013
Capital assets not being depreciated:
Construction in progress $ 7,641,128 31,289,335 — (29,010,649) 9,919,814
Land 108,955 — — 5,726,371 5,835,326
Total book value of
capital assets not
being depreciated 7,750,083 31,289,335 - (23,284,278) 15,755,140
Capital assets being depreciated:
Land improvements 6,812,481 51,970 - — 6,864,451
Buildings 65,236,701 - — — 65,236,701
Fixed equipment 110,348,027 1,441,911 — 4,185,784 115,975,722
Movable equipment 125,991,913 4,468,458 (21,797) 7,938,927 138,377,501
Software 17,730,009 418,289 (2,826) 11,159,567 29,305,039
Total book value of
capital assets being
depreciated 326,119,131 6,380,628 (24,623) 23,284,278 355,759,414
Less accumulated depreciation for:
Land improvements (5,473,625) (150,374) — — (5,623,999)
Buildings (55,773,625) (804,888) — - (56,578,513)
Fixed equipment (90,073,720) (3,152,146) — - (93,225,866)
Movable equipment (105,150,605) (6,823,192) 13,623 - (111,960,174)
Software (14,286,017) (2,070,044) - — '« (16,356,061)
Total accumulated
depreciation (270,757,592) (13,000,644) 13,623 - (283,744,613)
Capital assets being
depreciated, net 55,361,539 (6.620,016) (11,000) 23,284,278 72,014,801
Capital assets, net $ 63,111,622 24,669,319 (11,000) - 87,769,941
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Capital assets not being depreciated:
Construction in progress
Land

Total book value of
capital assets not
being depreciated

Capital assets being depreciated:
Land improvements
Buildings
Fixed equipment
Movable equipment
Software

Total book value of
capital assets being
depreciated

Less accumulated depreciation for:
Land improvements
Buildings
Fixed equipment
Movable equipment
Software

Total accumulated
depreciation

Capital assets being
depreciated, net

Capital assets, net

Investments in Joint Ventures

Balances at

Notes to Basic Financial Statements
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Balances at

July 1, 2011 Additions Retirements Transfers June 30,2012
1,297,077 12,478,213 — (6,134,162) 7,641,128
— - - 108,955 108,955
1,297,077 12,478,213 -— (6,025,207) 7,750,083
6,167,621 66,566 — 578,294 6,812,481
65,236,701 — — — 65,236,701
107,454,124 1,909,677 (1,982) 986,208 110,348,027
118,773,840 5,617,206 (141,092) 1,741,959 125,991,913
14,379,245 632,018 - 2,718,746 17,730,009
312,011,531 8.225,467 (143,074) 6,025,207 326,119,131
(5,342,8006) (130,819) — — (5,473,625)
(54,871,455) (902,170) — — (55,773,625)
(86,752,175) (3,321,810) 265 — (90,073,720)
(98,997,734) (6,279,705) 126,834 — (105,150,605)
(13,528,900) (757,117) — — (14,286,017)
(259,493,070) (11,391,621) 127,099 — (270,757,592)
52,518,461 (3,166,154) (15,975) 6,025,207 35,361,539
53,815,538 9,312,059 (15,975) — 63,111,622

The Med was a 50% owner in Memphis Managed Care Corporation (MMCC), a TennCare managed care
organization, with which The Med contracted to provide services to MMCC enrollees. MMCC is subject to
certain regulatory minimum capital requirements and, in that respect, The Med had guaranteed capital
deficiencies funding for MMCC up to The Med’s proportionate ownership interest in MMCC. No accrual
for this obligation was required at either June 30, 2013 or 2012. During fiscal 2008, The Med and
University of Tennessee Medical Group entered into a contract to sell the assets of MMCC to a publicly
held managed care company. The Med received cash distributions of $277,065 in fiscal 2013 from the final
liquidation of the assets of MMCC. A gain of approximately $277,000 was recognized in 2013 related to
the final liquidation of these assets. No cash distributions were made or gains recognized in 2012.
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Accrued Expenses and Other Current Liabilities

The composition of accrued expenses and other current liabilities follows:

2013 2012

Due to third-party payors $ 5,198,000 7,817,000
Compensated absences 7,202,696 6,932,972
Deferred grant revenue — 46,942
Accrued payroll and withholdings 6,573,249 8,191,931
Accrued employee healthcare claims 1,745,000 1,821,000
Current professional and general liability costs 2,300,000 2,350,000
Other 4,500,000 —

$ 27,518,945 27,159,845

Net Patient Service Revenue

The Med has agreements with governmental and other third-party payors that provide for reimbursement to
The Med at amounts different from its established rates. Contractual adjustments under third-party
reimbursement programs represent the difference between billings at established rates for services and
amounts reimbursed by third-party payors. A summary of the basis of reimbursement with major
third-party payors follows:

Medicare — Substantially all acute care services rendered to Medicare program beneficiaries are paid
at prospectively determined rates. These rates vary according to patient classification systems that
are based on clinical, diagnostic, and other factors. Certain types of exempt services and other
defined payments related to Medicare beneficiaries are paid based on cost reimbursement or other
retroactive-determination methodologies. The Med is paid for retroactively determined items at
tentative rates with final settlement determined after submission of annual cost reports by The Med
and audits thereof by the Medicare fiscal intermediary.

The Med’s classification of patients under the Medicare program and the appropriateness of their
admission are subject to an independent review by a peer review organization. The Med’s Medicare
cost reports have been audited and settled by the Medicare fiscal intermediary through June 30,
2008. Revenue from the Medicare program accounted for approximately 17% and 18% of The
Med’s net patient service revenue for the years ended June 30, 2013 and 2012, respectively.

TennCare — Under the TennCare program, patients traditionally covered by the State of Tennessee
Medicaid program and certain members of the uninsured population enroll in managed care
organizations that have contracted with the State of Tennessee to ensure healthcare coverage to their
enrollees. The Med contracts with the managed care organizations to receive reimbursement for
providing services to these patients. Payment arrangements with these managed care organizations
consist primarily of prospectively determined rates per discharge, discounts from established
charges, or prospectively determined per diem rates. Revenue from the TennCare program accounted
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for approximately 27% and 24% of The Med’s net patient service revenue for the years ended
June 30, 2013 and 2012, respectively.

The Med has historically received incremental reimbursement in the form of Essential Access
payments through its participation in the TennCare Program. Amounts received by The Med under
this program were approximately $66.4 million and $74.7 million in 2013 and 2012, respectively.
These amounts have been recognized as reductions in related contractual adjustments in the
accompanying statements of revenues, expenses, and changes in net position. There can be no
assurance that The Med will continue to qualify for future participation in this program or that the
program will not ultimately be discontinued or materially modified. Any material reduction in such
funds has a correspondingly material adverse effect on The Med’s operations.

Arkansas Medicaid — Substantially all inpatient and outpatient services rendered to Arkansas
Medicaid program beneficiaries are paid under prospective reimbursement methodologies
established by the State of Arkansas. Certain other reimbursement items (principally inpatient
nursery services and medical education costs) are based upon cost reimbursement methodologies.
The Med is reimbursed for cost reimbursable items at tentative rates with final settlement determined
after submission of annual cost reports by The Med and audits thereof by the Arkansas Department
of Health and Human Services (DHHS). The Med’s Arkansas Medicaid cost reports have been
audited and settled by the Arkansas DHHS through June 30, 2007. Revenue from the State of
Arkansas Medicaid program accounted for approximately 2% and 1% of The Med’s net patient
service revenue for the years ended June 30, 2013 and 2012, respectively.

The Med has historically received incremental reimbursement in the form of Upper Payment Limit
(UPL) and additional appropriation payments through its participation in the State of Arkansas
Medicaid program. The net benefit for The Med associated with this program, totaling approximately
$2.3 million and $2.8 million for the years ended June 30, 2013 and 2012, respectively, has been
recognized as a reduction in related contractual adjustments in the accompanying statements of
revenues, expenses, and changes in net position. There can be no assurance that The Med will
continue to qualify for future participation in this program or that the program will not ultimately be
discontinued or materially modified.

Mississippi Medicaid — Inpatient and outpatient services rendered to Mississippi Medicaid program
beneficiaries are generally paid based upon prospective reimbursement methodologies established by
the State of Mississippi. Revenue from the State of Mississippi Medicaid program accounted for
approximately 3% of The Med’s net patient service revenue for both the years ended June 30, 2013
and 2012.

The Med has historically received incremental reimbursement in the form of Upper Payment Limit
(UPL) and additional appropriation payments through its participation in the State of Mississippi
Medicaid program. The net benefit for The Med associated with this program, totaling approximately
$4.2 million and $3.5 million for the years ended June 30, 2013 and 2012, respectively, has been
recognized as a reduction in related contractual adjustments in the accompanying statements of
revenues, expenses, and changes in net position.
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o Other — The Med has also entered into payment agreements with certain commercial insurance
carriers, health maintenance organizations, and preferred provider organizations. The reimbursement
methodologies under these agreements include prospectively determined rates per discharge, per
diem amounts, and discounts from established charges.

The composition of net patient service revenue follows:

2013 2012
Gross patient service revenue $ 918,361,574 921,201,697
Less provision for contractual and other adjustments 565,394,523 516,648,494
Less provision for bad debts 49,181,321 79,012,130
Net patient service revenue $ 303,785,730 325,541,073

The composition of incremental reimbursement from various state agencies for participation in
TennCare/Medicaid programs follows:

2013 2012
TennCare Essential Access $ 66,428,367 74,695,475
Arkansas UPL/Disproportionate Share 2,268,466 2,770,773
Mississippi Disproportionate Share 4,231,388 3,531,107
Total payments $ 72,928,221 80,997,355

The Health Information Technology for Economic and Clinical Health (HITECH) Act was enacted as part
of the American Recovery and Reinvestment Act of 2009 and signed into law in February 2009. In the
context of the HITECH Act, The Med must implement a certified Electronic Health Record (EHR) in an
effort to promote the adoption and “meaningful use” of health information technology (HIT). The HITECH
Act includes significant monetary incentives and payment penalties meant to encourage the adoption of
EHR technology. The Med received approximately $2.9 million and $3.7 million of incentive payments
related to EHR implementation for the years ended June 30, 2013 and 2012, respectively. These amounts
are included within net patient service revenue within the statements of revenues, expenses, and change in

net position.

Charity Care

The Med maintains records to identify and monitor the level of charity care it provides. These records
include the amount of charges foregone for services and supplies furnished under its charity care policy.
Charges foregone, based on established rates, were approximately $340.7 million and $297.2 million in
2013 and 2012, respectively. Included in the charges foregone is the upfront discount applied to all
uninsured patients of approximately $198.0 million and $187.0 million in 2013 and 2012, respectively, as
The Med does not pursue collection on these amounts.
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(11) Retirement Plans

(a)

Defined Benefit Plan

The Med contributes to the Shelby County Retirement System (the Retirement System), a
cost-sharing single-employer defined benefit public employee retirement system (PERS) established
by Shelby County, Tennessee. The Retirement System is administered by a board, the majority of
whose members are nominated by the Shelby County Mayor, subject to approval by the Shelby
County Board of Commissioners. The Retirement System issues a publicly available financial report
that includes financial statements and required supplementary information. That report may be
obtained by writing to the Shelby County Retirement System, Suite 950, 160 North Main, Memphis,
Termnessee 38103 or by calling 901-545-3570.

Shelby County provides office space and certain administrative services at no cost to the Retirement
System. All other costs to administer the plan are paid from plan earnings.

Substantially all full-time and permanent part-time employees of Shelby County (including The Med
and Shelby County’s other component units), other than the Shelby County Board of Education
employees, employees who have elected to be covered by Social Security with the exception of The
Med employees, employees designated as Comprehensive Employment Training Act employees
after July 1, 1979, and certain employees of The Med are required, as a condition of employment, to
participate in the Retirement System.

The Retirement System consists of three plans (Plans A, B, and C). In 1990, Plans A and B were
merged into one reporting entity, whereby total combined assets of the merged plans are available
for payment of benefits to participants of either of the two previously existing plans. In 2005, Plan C
was added and merged with Plans A and B for funding purposes. While the plans were merged, the
Retirement System has retained the membership criteria of the previous plans, which are as follows:

o Plan C, a contributory cost-sharing multiple-employer defined benefit pension plan for
employees who are also eligible for Plan A,

o Plan B, a contributory cost-sharing multiple-employer defined benefit pension plan for
employees hired prior to December 1, 1978, and

o Plan A, a contributory cost-sharing multiple-employer defined benefit pension plan for
employees hired on or after December 1, 1978, and those employees that elected to transfer to
Plan A from Plan B before January 1, 1981. Plan A was noncontributory for all years prior to
2013.

The Shelby County Board of Commissioners establishes the Retirement System’s benefit provisions.
Once a person becomes a participant, that person will continue to participate as long as he or she is
an employee of Shelby County or The Med. The Retirement System provides retirement, as well as
survivor and disability defined benefits.

The Retirement System’s funding policy for employee contribution requirements is established by
the Board of Administration of the Retirement System. The Shelby County Board of Commissioners
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establishes the Retirement System’s funding policy for employer contribution requirements. For
fiscal years 2013, 2012, and 2011, the employer contribution requirements were based on the
actuarially determined contribution rates, which were 12.75%, 12.01%, and 9.21%, respectively.

The actuarially determined contribution rate was calculated using a projected unit credit service pro
rata cost method for Plan A, Plan B, and Plan C participants.

For fiscal years 2013, 2012, and 2011, the following contributions were made to the defined benefit
plans:

2013 2012 2011

The Med’s contributions:

Plan A $ 360,271 365,157 317,039

Plan B 1,999 1,301 164

Plan C 86,391 108,501 134,580
Employee contributions:

Plan A $ 15,728 8,608 —

Plan B 703 491 89

Plan C 26,524 33,251 48,938

The contributions as a percentage of earned compensation were the same as those for the Retirement
System. The Med contributed 100% of its required contributions in 2013, 2012, and 2011.

Defined Contribution Plan

Effective July 1, 1985, The Med established, under the authority of its Board of Directors, The -
Regional Medical Center at Memphis Retirement Investment Plan, a defined contribution pension
plan covering employees 21 years of age and older who have completed one year of service, as
defined, and are not participating in any other pension program to which The Med makes
contributions. The plan provides for employee contributions of between 2% and 6% of compensation
and for equal matching contributions made by The Med. Participants are immediately vested in their
contributions plus actual earnings thereon. Participants vest 20% in the employers matching
contributions after two years of service, 50% after three years, 75% after four years, and 100% after
five years. Forfeitures are returned to The Med to reduce future matching contributions. The defined
contribution plan ceased accepting contributions on September 30, 2009; therefore, there were no
contributions by The Med or participants for the years ended June 30, 2013 and 2012.

Effective October 1, 2009, The Med established, under the authority of its Board of Directors, The
Regional Medical Center at Memphis 403(b) Retirement Plan, a defined contribution pension plan
covering employees 21 years of age and older who have completed one year of service. The plan
provides for a 50% employer match on employee contributions up to 6% of employee compensation.
Participants are immediately vested in their contributions plus actual earnings thereon. Participants
vest 20% in the employers matching contributions after two years of service, 50% after three years,
75% after four years, and 100% after five years. Forfeitures remain in the plan for the benefit of
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other participants. The Med contributed $1.6 million and $1.5 million to the 403(b) plan for the years
ended June 30, 2013 and 2012, respectively. 403(b) plan participants contributed approximately
$3.4 million and $3.2 million to the 403(b) plan for the years ended June 30, 2013 and 2012,
respectively.

Effective December 1, 2010, The Med established, under the authority of its Board of Directors, The
Regional Medical Center at Memphis Nonqualified Supplemental Retirement Plan (Supplemental
Retirement Plan). The Supplemental Retirement Plan was formed under Section 457(f) of the IRC of
1986, and management believes that it complies with all provisions applicable to a nonqualified
deferred compensation plan under IRC Section 409A. Plan participants contributed approximately
$84,000 to the plan for both the years ended June 30, 2013 and 2012.

(12) Postretirement Benefit Plan

Regional Medical Center Healthcare Benefit Plan (the Plan) is a single-employer defined benefit healthcare
plan sponsored and administered by The Med. The Plan provides medical and life insurance benefits to
eligible retirees and their spouses. The Med’s Board of Directors is authorized to establish and amend all
provisions. The Med does not issue a publicly available financial report that includes financial statements
and required supplementary information for the Plan.

During fiscal year 2010, The Med’s Board of Directors approved a plan amendment that eliminated
medical coverage for those employees who did not have 15 years of service as of December 31, 2009 and
eliminated life insurance coverage for those employees retiring January 1, 2010 or later.

Per GASB Statement No. 45, Accounting and Financial Reporting Employers for Postemployment Benefils
Other Than Pensions, for financial reporting purposes an actuarial valuation is required at least biennially
for postretirement benefit plans with a total membership of 200 or more. The Med’s postretirement benefit
plan has approximately 531 and 715 members as of the last actuarial valuations of June 30, 2013 and
June 30, 2011, respectively.

(@)  Funding Policy

The contribution requirements of employees and the Plan are established and may be amended by
The Med’s Board of Directors. Monthly contributions are required by retirees who are eligible for
coverage. The Med pays for costs in excess of required retiree contributions. These contributions are
assumed to increase based on future medical plan cost increases. For fiscal 2013 and 2012, The Med
contributed approximately $1,214,000 and $1,526,000, respectively, net of retiree contributions, to
the Plan. Plan members receiving benefits contributed approximately $335,000 in fiscal 2013 and
$345,000 in fiscal 2012 through their required contributions. The following table summarizes the
monthly contribution rates for the year beginning July 1, 2009:

Retiree Spouse
Pre-Medicare $ 1,512 1,608
Pre-Medicare Eligible 612 1,440
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Annual OPEB Cost and Net OPEB Obligation

The Med’s annual other postemployment benefit (OPEB) cost is calculated based on the annual
required contribution of the employer (ARC), an amount actuarially determined in accordance with
the parameters of GASB Statement No. 45. The ARC represents a level of funding that, if paid on an
ongoing basis, is projected to cover normal cost each year and amortize any unfunded actuarial
liabilities (or funding excess) over a period of 30 years. The following table shows the components
of The Med’s annual OPEB cost for fiscal 2013 and 2011, the amounts actually contributed to the
Plan, and changes in The Med’s net OPEB obligation:

2013 2011
Annual required contributions and annual OPEB cost $ 1,296,634 1,148,234
Contributions made 1,296,634 1,171,234
Decrease in net OPEB obligation — (23,000)
Net OPEB obligation, beginning of year 912,000 935,000
Net OPEB obligation, end of year $ 912,000 912,000

Three-Year Trend Information

Percentage of

annual
Annual OPEB cost Net OPEB
Fiscal year ended OPEB cost contributed obligation
June 30, 2013 $ 1,296,634 100.0% §$ 912,000
June 30, 2012 1,535,160 103.9 851,000
June 30, 2011 1,148,234 102 912,000

Funded Status and Funding Progress — Required Supplementary Information

As of June 30, 2012, the most recent actuarial valuation date, the Plan was not funded. The actuarial
accrued liability for benefits was $20,319,023 resulting in an unfunded actuarial accrued liability
(UAAL) of $20,319,023.

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions about the probability of occurrence of events far into the future. Examples include
assumptions about future employment, mortality, and the healthcare cost trend. Amounts determined
regarding the funded status of the Plan and the annual required contributions of the employer are
subject to continual revision as actual results are compared with past expectations and new estimates
are made about the future. The schedule of funding progress, as presented below as required
supplementary information, presents multiyear trend information about whether the actuarial value
of plan assets is increasing or decreasing over time relative to the actuarial accrued liabilities for
benefits.
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(e)  Schedule of Funding Progress — Required Supplementary Information

Analysis of the Plan’s funding status follows:

Actuarial AAL as of a
Actuarial accrued Plan assets percentage
value of liability less than Covered of covered
Actuarial valuation date* plan assets (AAL) AAL Funded ratio payroll payroll
July 1,2012 $ — 20,319,023 20,319,023 — $ 18,693,833 109.0
July 1,2011 — 24,469,273 24,469,273 — 20,476,034 1200
July 1,2010 — 24,469,273 24,469,273 —% 21,995,253 111.0%

* Al inputs for valuation is provided as of beginning of the fiscal year being actuarially valuated.

(H  Actuarial Methods and Assumptions

Projections of benefits for financial reporting purposes are based on the substantive plan (the Plan as
understood by the employer and the plan members) and include the types of benefits provided at the
time of each valuation and the historical pattern sharing of benefit costs between the employer and
plan members to that point. The actuarial methods and assumptions used include techniques that are
designed to reduce the effects of short-term volatility in actuarial accrued liabilities and the actuarial
value of assets, consistent with the long-term perspective of the calculations.

In the July 1, 2012 actuarial valuation, the projected unit credit actuarial method was used. The
actuarial assumptions included a 3% investment rate of return, which is a long-term rate of return on
general account assets, and an annual inflation rate and annual healthcare cost trend rate of 6.3%,
reducing each year until it reaches an annual rate of 3.3% in 2102. The UAAL is being amortized,
using a level percentage of pay method, over a 30-year period under the Projected Unit Credit
Method.

Transactions with University of Tennessee Center for Health Services

The Med contracts with University of Tennessee Center for Health Services (UTCHS) and University of
Tennessee Medical Group (UTMG) to provide, among other things, The Med’s house staff, professional
supervision of certain ancillary departments, and professional care for indigent patients. The Med also
provides its facilities as a teaching hospital for UTCHS.

Operating expenses include approximately $42.1 million in 2013 and $41.9 million in 2012 for all
professional and other services provided by UTCHS/UTMG.

Risk Management

The Med has a self-insurance program for professional and general liability risks, both with respect to
claims incurred after the effective date of the program and claims incurred but not reported prior to that
date. The Med has not acquired any excess coverage for its self-insurance because The Med is afforded
sovereign immunity in accordance with applicable statutes. Presently, sovereign immunity limits losses to
$300,000 per claim. The Med has recorded an accrual for self-insurance losses totaling approximately
$7.5 million and $8.4 million at June 30, 2013 and 2012, respectively.

28 (Continued)
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SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements

June 30, 2013 and 2012

Incurred losses identified through The Med’s incident reporting system and incurred but not reported
Josses are accrued based on estimates that incorporate The Med’s current inventory of reported claims and
historical experience, as well as considerations such as the nature of each claim or incident, relevant trend
factors, and advice from consulting actuaries.

The following is a summary of changes in The Med’s self-insurance liability for professional and general
liability costs for fiscal 2013 and 2012:

2013 2012

Balance at July 1 $ 8,368,000 8,900,000
Provision for claims reported and claims incurred but

not reported (333,974) 956,000

Claims paid (534,026) (1,488,000)

7,500,000 8,368,000

Amounts classified as current liabilities (2,300,000) (2,350,000)

Balance at June 30 $ 5,200,000 6,018,000

Like many other businesses, The Med is exposed to various risks of loss related to theft of, damage to, and
destruction of assets; business interruption; errors and omissions; employee injuries and illness; and natural
disasters. Commercial insurance coverage is purchased for claims arising from such matters. Claims settled
through June 30, 2013 have not exceeded this commercial coverage in any of the three preceding years.

The following is a summary of changes in The Med’s self-insurance liability for employee health coverage
(included in accrued expenses and other current liabilities in the accompanying balance sheets) for fiscal
2013 and 2012:

2013 2012
Balance at July 1 $ 1,821,000 1,510,000
Claims reported and claims incurred but not reported 11,818,341 11,910,368
Claims paid (11,894,341) (11,599,368)
Balance at June 30 $ 1,745,000 1,821,000

Commitments

The Med has outstanding service contracts for management services, equipment maintenance, and blood
supply services. Estimated future payments under the contracts follow:

2014 $ 3,785,914
2015 192,960

$ 3,978,874

29 (Continued)
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SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements

June 30, 2013 and 2012

Expense under these contracts and other contracts was approximately $9.2 million and $9.1 million for the
years ended June 30, 2013 and 2012, respectively.

(16) Leases

The Med has entered into noncancelable operating leases for certain buildings and equipment. Rental
expense for all operating leases was approximately $4.9 million and $4.6 million for the years ended
June 30, 2013 and 2012, respectively. The future minimum payments under noncancelable operating leases

as of June 30, 2013 follow:

2014 $ 2,111,155
2015 791,109
2016 200,593

$ 3,102,857

(17) Current Economic Environment

In light of the current sluggish recovery of the U.S. economy, management at The Med monitors economic
conditions closely, both with respect to potential impacts on the healthcare provider industry and from a
more general business perspective. While The Med was able to achieve certain objectives of importance in
the current economic environment, management recognizes that economic conditions may continue to
impact The Med in a number of ways, including (but not limited to) uncertainties associated with
U.S. financial system reform and rising self-pay patient volumes and corresponding increases in

uncompensated care.
Additionally, the general healthcare industry environment is increasingly uncertain, especially with respect

to the impacts of the federal healthcare reform legislation, which was passed in the spring of 2010.
Potential impacts of ongoing healthcare industry transformation include, but are not limited to:

) Significant (and potentially unprecedented) capital investment in healthcare information technology
(HCITY);
° Continuing volatility in the state and federal government reimbursement programs;

Lack of clarity related to the health benefit exchange framework mandated by reform legislation,
including important open questions regarding the constitutionality of the legislation, exchange
reimbursement levels, changes in combined state/federal disproportionate share payments, and
impact on the healthcare “demand curve” as the previously uninsured enter the insurance system;

o Effective management of multiple major regulatory mandates, including achievement of meaningful
use of HCIT and the transition to ICD-10; and

Significant potential business model changes throughout the healthcare industry, including within
the healthcare commercial payor industry.

30 (Continued)



SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements

June 30, 2013 and 2012

The business of healthcare in the current economic, legislative, and regulatory environment is volatile. Any
of the above factors, along with changes in appropriations from the County and City of Memphis and
others both currently in existence and which may or may not arise in the future, could have a material
adverse impact on The Med’s financial position and operating results. '



(A Component Unit of Shelby County, Tennessee)
Combining Schedule — Statements of Net Position
June 30, 2013

SHELBY COUNTY HEALTH CARE CORPORATION

Schedule 1

The Regional
Medical
Shelby County Center
Health Care at Memphis
Assets Corporation Foundation Combined
Assets:
Cash and cash equivalents 15,266,095 204,972 15,471,067
Jnvestments 118,878,545 2,318,933 121,197,478
Patient accounts receivable, net 45,906,287 = 45,906,287
Other receivables 9,812,264 58,000 9,870,264
Other current assets 4,974,296 250 4,974,546
Restricted investments - 3,720,087 3,720,087
Capital assets, net 87,769,941 - 87,769,941
Total assets 282,607,428 6,302,242 288,909,670
Liabilities and Net Position
Liabilities:
Accounts payable 12,026,582 15,856 12,042,438
Accrued expenses and other current liabilities 27,518,945 — 27,518,945
Accrued professional and general liability costs 5,200,000 — 5,200,000
Net postemployment benefit obligation 912,000 — 912,000
Total liabilities 45,657,527 15,856 45,673,383
Net position:
Net investment in capital assets 87,769,941 - 87,769,941
Restricted for:
Capital assets - 2,897,689 2,897,689
Indigent care - 822,398 822,398
Unrestricted 149,179,960 2,566,299 151,746,259
Total net position 236,949,901 6,286,386 243,236,287
Commitments and contingencies
Total liabilities and net position 282,607,428 6,302,242 288,909,670

See accompanying independent auditors’ report.




SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Combining Schedule — Statement of Revenues, Expenses, and Changes in Net Position

Year ended June 30, 2013

Operating revenues:
Net patient service revenue
Other revenue

Total operating revenues

Operating expenses:
Salaries and benefits
Supplies and services
Physician and professional fees
Purchased medical services
Plant operations
Insurance
Administrative and general
Community services
Depreciation and amortization

Total operating expenses
Operating (loss) gain

Nonoperating revenues (expenses):
Investment (loss) income
Appropriations from Shelby County
Other

Total nonoperating revenues, net
Increase in net position
Net position, beginning of year

Net position, end of year

See accompanying independent auditors’ report.

Schedule 2

The Regional
Medical
Shelby County Center
Health Care at Memphis

Corporation Foundation Combined
$ 303,785,730 — 303,785,730
16,235,583 1,063,786 17,299,369
320,021,313 1,063,786 321,085,099
150,862,502 —_ 150,862,502
70,047,247 — 70,047,247
27,904,579 — 27,904,579
23,827,404 - 23,827,404
12,348,849 — 12,348,849
2,011,533 — 2,011,533
31,961,705 — 31,961,705
— 632,390 632,390
13,000,644 - 13,000,644
331,964,463 632,390 332,596,853
(11,943,150) 431,396 (11,511,754)
(73,824) 421,328 347,504
26,816,001 — 26,816,001
306,665 — 306,665
27.048,842 421,328 27,470,170
15,105,692 852,724 15,958,416
221,844,209 5,433,662 227,277,871
$ 236,949,901 6,286,386 243,236,287
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SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Roster of Management Officials and Board Members
June 30, 2013
(Unaudited)

Management Officials

Reginald Coopwood, M.D., President and CEO

Pam Castleman, MSN, Senior Vice President/Chief Nursing Officer
Susan Cooper, RN, MSN, FAAN, Senior Vice President/Chief Integration Officer
Carl Getto, M.D., Executive Vice President/Chief Medical Officer
Tammie Ritchey, CFRE, Vice President of Development/Foundation Executive Director
Robert Sumter, Ph.D., Executive Vice President/COO/CIO

Tish Towns, FACHE, Senior Vice President, External Relations
Rick Wagers, Senior Executive Vice President/CFO

Monica Wharton, Senior Vice President/Chief Legal Counsel
Board Members

Phil Shannon

Keith Norman

Pamela Brown

Brian Ellis

James Freeman, M.D.

Brenda Hardy, M.D.

Scot Lenoir

Scott McCormick

David Popwell

Heidi Shafer

Anthony Tate

John Vergos

Max Ostner

See accompanying independent auditors’ report.
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Tennessee Occupational Wages: Total all industries in Memphis, TN-MS-AR MSA, Tenn... Page 1 of 2
Attachment C.0OD.3

TENNESSEE OCCUPATIONAL WAGES

Total all industries
Memphis, TN-MS-AR MSA, Tennessee

Healthcare Practitioners and Technical Occupations

Occ. Est. Mean Entry Exp. 25th Median 75th

Occupation code empl. wage wage wage pet wage pet
HEALTHCARE PRACTITIONERS 29-0000 N/A N/A  N/A N/A N/A N/A N/A
AND TECHNICAL OCCUPATIONS N/A N/A N/A N/A N/A N/A
Chiropractors 29-1011 70 73,430 53,610 83,330 51,870 55,930 60,000
' 3530 25.80 40.05 24.95 26.90 28.85
Dentists, General 29-1021 N/A 180,240 141,390 199,660 157,710 172,550>$145,600
86.65 68.00 96.00 75.80 82.95 >$70
Dietitians and Nutritionists 29-1031 220 52,460 39,820 58,780 43,870 51,380 59,310
2520 19.15 28.25 21.10 24.70 28.50
Optometrists 29-1041 190 133,740 72,480 164,360 90,200 123,770 148,470
64.30 34.85 79.00 43.35 59.50 71.40
Pharmacists 29-1051 1,500 115,430 93,900 126,190 106,480 119,930 135,910
55.50 45.15 60.65 51.20 57.65 65.35
Anesthesiologists 29-1061 N/A NA NA N/A N/A N/A N/A
N/A N/A N/A N/A N/A N/A
Family and General Practitioners 29-1062 170 206,940 136,090 242,370 161,420>%$145,600>$145,600
99.50 65.45 116.50 77.60 >$70 >$70
Internists, General 29-1063 N/A 251,360 225,990 >$145,600>$145,600>$145,600>$145,600
120.85 108.65 >$70 >$70 >$70 >$70
Obstetricians and Gynecologists 29-1064 N/A 219,270 139,290 >$145,600  170,290>$145,600>$145,600
10540 66.95 >$70 81.85 >$70 >$70
Pediatricians, General 29-1065 140 190,570 149,490 211,110 160,520 178,200>%$145,600
91.60 71.85 101.50 77.15 85.65 >$70
Psychiatrists 29-1066 N/A 150,340 100,040 175,490 107,670 134,510 178,850
7230  48.10 84.35 51.75 64.65 86.00
Surgeons 29-1067 120 NA  N/A N/A N/A N/A N/A
N/A N/A N/A N/A N/A N/A
Physicians and Surgeons, All Other 29-1069 1,150 207,510 121,250 >$145,600 150,310>$145,600>$145,600
99.75 58.30 >$70 72.25 >$70 >$70
Physician Assistants 29-1071 120 92,330 50,940 113,030 55,870 73,530 92,590
44.40 24.50 54.35 26.85 35.35 44,50
Registered Nurses 29-1111 12,890 65,950 49,030 74,420 52,220 61,050 72,300
31.70  23.55 35.80 25.10 29.35 34.75
Occupational Therapists 29-1122 370 74,430 56,750 83,270 63,010 74,960 86,840
3580 27.30 40.05 30.30 36.05 41.75
Physical Therapists 29-1123 870 85,190 65,010 95,280 71,490 82,640 92,470
40.95 31.25 45.80 34.35 39.75 44 .45
Radiation Therapists 29-1124 60 67,840 52,480 75,520 56,970 66,010 74,550

32.60 25.25 36.30 27.40 31.75 35.85

http://www.tn.gov/labor-wfd/wages/2012/PAGE0224. HTM 11/7/2013
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T
Recreational Therapists 29-1125 90 44,760 32,410 50,940 34,16 40,190 56,420
21.50 15.60 24.50 16.4@2’ 19.30 27.10
Respiratory Therapists 29-1126 700 48,960 41,240 52,820 42,970 48,890 55,490
23.55 19.85 25.40 20.65 23.50 26.70
Speech-Language Pathologists 29-1127 460 65,160 47,400 74,050 51,460 62,610 80,070
31.35 22.80 35.60 24.75 30.10 38.50
Exercise Physiologists 29-1128 50 63,660 36,110 77,430 37,550 67,930 82,990
30.60 17.35 37.25 18.05 32.65 39.90
Veterinarians 29-1131 190 68,820 46,580 79,950 50,840 63,020 84,030
33.10 22.40 3845 2445 30.30 40.40
Audiologists 29-1181 50 54,240 48,450 57,130 49,880 54,510 59,150
26.10  23.30 27.45 24.00 26.20 28.45
Health Diagnosing and Treating 29-1199 60 55,790 45,220 61,080 47,250 54,400 60,110
Practitioners, All Other 26.80 21.75 29.35 22.70 26.15 28.90
Medical and Clinical Laboratory 29-2011 1,540 58,280 45,220 64,810 50,040 57,920 68,020
Technologists 28.00 21.75 31.15  24.05 27.85 32.70
Medical and Clinical Laboratory 29-2012 1,750 37,790 26,410 43,470 29,710 38,740 45,290
Technicians 18.15  12.70 20.90 14.30 18.65 21.75
Dental Hygienists 29-2021 620 63,260 44,460 72,660 51,620 62,960 73,810
3040 2140 34,95 24.80 30.25 35.50
Cardiovascular Technologists and 29-2031 200 43,620 27,620 51,620 30,130 40,170 56,910
Technicians 20.95 13.30 24.80 14.50 19.30 27.35

Entry and Experienced wages represent the mean of the lower third and the mean of the upper two-thirds
of the wage distribution respectively. The OES survey does not collect information for entry or
experienced workers. Tennessee Department of Labor & Workforce Development, Employment
Security Division, Labor Market Information. Publish date May 2012.

http://www.tn.gov/labor-wfd/wages/2012/PAGE0224. HTM 11/7/2013



Tennessee Occupational Wages: Total all industries in Memphis, TN-MS-AR MSA, Tenn... Page 1 of 1

TENNESSEE OCCUPATIONAL WAGES

Total all industries
Memphis, TN-MS-AR MSA, Tennessee

Healthcare Support Occupations

Occ. Est.  Mean Entry Exp. 25th Median 75th

QOccupation code empl. wage wage wage pct  wage  pct
HEALTHCARE SUPPORT OCCUPATIONS  31-0000 N/A NA NA NA NA NA NA
NA NA NA NA NA NA

Home Health Aides 31-1011 1,540 22,430 16,590 25,350 17,620 20,900 27,100
10.80 795 12.20 8.45 10.05 13.05
Nursing Aides, Orderlies, and Attendants 31-1012 5,370 23,110 18,660 25,330 19,960 22,630 26,330
11.10 8.95 12.20 9.60 1090 12.65
Psychiatric Aides 31-1013 480 19,170 16,710 20,390 16,820 18,380 21,060
9.20 8.05 9.80 8.10 8.85 10.15
Occupational Therapist Assistants 31-2011 60 58,660 44,820 65,580 50,030 62,680 69,910
2820 21.55 31.55 24.05 3015 33.60
Physical Therapist Assistants 31-2021 280 58,680 43,890 66,080 47,420 62,260 69,670
28.20 21.10 31.75 22.80 2995 33.50
Physical Therapist Aides 31-2022 180 22,440 16,800 25260 17,870 20,840 24,990
10.80 8.10 12.15 8.60 10.00 12.00
Massage Therapists 31-9011 190 33,110 17,500 40,920 19,000 28,340 37,200
15.90 8.40 19.65 9.15 13.65 17.90
Dental Assistants 31-9091 1,100 34,550 25,970 38,830 27,670 34,660 42,110
16.60 1250 18.65 1330 16.65 20.25
Medical Assistants 31-9092 2,490 28,270 22,540 31,130 24,130 27,390 30,730
13.60 10.85 1495 11.60 13.15 1475
Medical Equipment Preparers 31-9093 N/A 30,170 23,080 33,710 24,730 29,370 34,940
1450 11.10 1620 1190 14.10 16.80
Medical Transcriptionists 31-9094 240 33,930 26,570 37,610 28,320 33,250 38,030
16.30 1275 18.10 13.60 16.00 18.30
Pharmacy Aides 31-9095 170 23,480 18,460 25,980 20,010 23,200 27,460
11.30 8.90 12.50 9.60 11.15 13.20
Veterinary Assistants and Laboratory Animal 31-9096 260 25,570 18,450 29,130 19,810 24,690 30,090
Caretakers 12.30 8.85 14.00 9.50 11.85 1445
Healthcare Support Workers, All Other* 31-9799 1,040 30,380 22,190 34,480 23,630 28,170 36,640

1460 10.65 16,60 1135 1355 17.60
— A —N
[@<A5
Entry and Experienced wages represent the mean of the lower third and the mean of the upper two-thirds
of the wage distribution respectively. The OES survey does not collect information for entry or
experienced workers. Tennessee Department of Labor & Workforce Development, Employment
Security Division, Labor Market Information. Publish date May 2012.

o
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The Regional Medical Centef

at Memphis -
Memphis, TN

has been Accredited by

The Joint Commission

Which has surveyed this organization and found it to meet the requitements for the

Hospital Accreditation Program

March 19, 2011

Accreditation is customarily valid for up to 36 months.

% /4;@&{% Mo Organization ID #: 7870 W %5/L

Print/Repdat Date: 06/15/11 e s, WD, FAGE, WIFP, 18P
i Presidernt

isabael V. Hovermae, MB, BAALCP
| Chair, Board of Commissioners
The Joint Commission is an independent, not-for-profit, national body that ovetsees the safety and quality of health care and
other services provided in accredited organizations. Information about accredited otganizations may be provided ditectly to
The Joint Commission at 1-800-994-6610. Information regarding accreditation and the accreditation performance of individual
organizations can be obtained through The Joint Commission's web site at www.jointcommission.ozg.

 This reproduction of the original accreditation certificate has been issued for use in regulatory/payer agency verification of
accreditation by The Joint Commission. Please consult Quality Check on The Joint Commission’s website to confirm the
organization’s current accreditation status and for a listing of the organization’s locations of eare.
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A Three-Vear Accveditation is awarded to

 The Rehabilitation Hospital
| of Memphis

for the following identified program:

g
| Impatient Rehabilitation Programs - Hospital
| (Adults)

This accreditation is valid through
November 2012

. The accveditation seals in place Below signify tAat the organization has met ammual
conformance requirements for quality smnaﬁ'm‘a& tﬁat enhance the (ives of persons served.

This accreditation cevtificate is granted by authority of:

ﬁ%ﬁ: Fll T . . Wﬁ

Cathy Ellis, PT " Buidn]. Boon PhD.
Chair ‘ Presidert/CEQ
CARF International Board of Directots CARF Intétnational

[T CANADA
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Attachment C.0D.7.d

STATE OF TENNESSEE
DEPARTMENT OF HEALTH

WEST TENNESSEE HEALTH CARE FACILITIES
2975 ¢ HIGHWAY 45 BYPASS
JACKSON, TENNESSEE 38305

October 14, 2009 (R

Mr. Claude Watts, Administrator
Regional Medical Center at Memphis
877 Jetferson Avenue

Memphis, TIN 38103

RE: Licensure Surveys

Dear Mr. Watts:

- On September 24, 2009, licensure surveys were completed at your facility.
Your plans of correction for these surveys have been received and were found

to be acceptable.

Thank you for the consideration shown during this survey.

Sincerely,

\ s } " “'{w ./. = G & q
(oo Skettaey
Celia Skelley, MSN, RN
Public Heal_th Nurse Consultant 2

abll
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The Commercial Appeal
Affidavit of Publication

STATE OF TENNESSEE
COUNTY OF SHELBY

i Public, Helen Curl, of
d before me, Patrick Maddox, a Notary ] .
lli/ICIrESISIrll)agIl{S algll_alleBaSSHING COMPANY, a corporation, publishers of Thﬁ Co:lnkrer:segc;?}}1
i blished in Memphis, Tennessee, who m
i et R id Memphis Publishing Company, and
i f law, that she is Legal Clerk of the sai emp _ 1 a
1Ea(:1i§§(;2202npanying and hereto attached notice was published in the following editions

of The Commercial Appeal to-wit:

November 10, 2013

Subscribed and sworn to before me this 11th day of November, 2013.

Notary Public

72 - M//Z 7 A ,es—‘.,@/&\
v

My commission expires ‘2 ’ / 4 g_/ 7 7

NOTIFICATION OF INTENT T0 APPLY FOR A CERTIFICATE OF NEED

VS i 1o provis oftcial nate £ fhe Heallh Sarvicas and Development 5
& Apency and all inforested parins, (n apcordance Wit TCA. §89-11-1801, i
) et sedl., ani lie ks of the Haallh Servives and Mouthapment Agency, that |
Shefby County Healfh Caro Corporation, diin Tha Regitina! Misdical Ginter

fal Mamplis, 877 Joffarsan Avane, Mempés (Shelby County), Tennpsses Bl
30103 [*Applicant” or “The MED"), gned & mranaged by Il is applying e
i for a Gerlicate of Need for the astaiéchment of & twenty (2 shollzd |8
bed nugsing w0 ba Boensed as ursiag hoine bieds and operaled s 3
j Oeqartment of Tha MEDL The requeestud beds are sybjectfo the FY 20132014
poal of narsing lome bods authorized by TEA § 111622 Dun 1o the
Linton Rule, all beds il be: certiied for ot Medicare and Medicaid. Thre
(= 0 major medicil sguipman) invehed vifh this progeel. No ofher health
services wil s initated or dessomtinued: |\ is firapasad it the Applicant will )
serve Mudicare, Modiraid, commereally insiwed, and private-siay pafiants,
anit the Applicant will be liceased by the Tennzsses Dapariment of Heaith,
Thir estimated project cast s anieigaled to be approvimately $300,000.00, B
pls fling fee.

The anticipated dale of filing the application is: Navember 15,2013

Tiecontacd porson for his project s E. Graam Baker, r, Altoimay, who moy
b reached al 2021 Richasy Jonps Roa, Suite 350, Nashyille, Tannesses, |
b 37215, 615/370-3380

Upon weitten rugues! by Interested parties, a local Facl-Finding publie
i hoarlng shall L cartycted., Wirliizn raquests for hearing should be sent lo;

Health Services and Development Agency
Andiaw Jackson Building
5012 Daadarick Sireat, 91 Flogr
Nastlile, Teunpssee 37243

| The published Letier of Intenl musl coatain Il toflowing slatemant
| purzianl bo T.0.A, § 68-11-1607(e)(1), (A} Any heallh care Instituting
4 wishing Lo appnse A Carlifeate of Mood agplicalion must Gl 3 weitlen
i nolice wilh he Heallh Services gad Usvélopment Agancy na fatee fha J
| Mtaen (15} days-befora the requinsly seheduleq Heallh Servfces ang :
Devalopmen! Agency meeliey ol wilgh (e applination ks origiantly
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State of Tennessee

Health Services and Development Agency
Andrew Jackson, g™ Floor, 502 Deaderick Street, Nashville, TN 37243
www.tn.gov/hsda Phone: 615-741-2364 Fax: 615-741-9884

January 2, 2014

E. Graham Baker, Jr., Esq.

Weeks and Anderson

2021 Richard Jones Road, Suite 350
Nashville, TN 37215

RE:  Certificate of Need Application -- Shelby County Health Corporation, d/b/a The Regional
Medical Center at Memphis - CN1311-044

Dear Mr. Baker:

This is to acknowledge the receipt of supplemental information to your application for a
Certificate of Need for the establishment of a twenty (20) Medicare/Medicaid certified skilled bed
nursing unit to be licensed as nursing home beds and to operate as a department of The MED.
The estimated project cost is $300,000.00.

Please be advised that your application is now considered to be complete by this office. Your
application is being forwarded to the Tennessee Department of Health and/or its representative for
review.

In accordance with Tennessee Code Annotated, §68-11-1601, et seq., as amended by Public
Chapter 780, the 60-day review cycle for this project will begin on January 1, 2014. The first sixty
(60) days of the cycle are assigned to the Department of Health, during which time a public
hearing may be held on your application. You will be contacted by a representative from this
Agency fo establish the date, time and place of the hearing should one be requested. At the end of
the sixty (60) day period, a written report from the Department of Health or its representative will
be forwarded to this office for Agency review within the thirty (30)-day period immediately
following. You will receive a copy of their findings. The Health Services and Development
Agency will review your application on March 26, 2014.



E. Graham Baker, Jr., Esq.
January 2, 2014
Page 2

Any communication regarding projects under consideration by the Health Services and
Development Agency shall be in accordance with T.C.A. § 68-11-1607(d):

(1) No communications are permitted with the members of the agency once the Letter of
Intent initiating the application process is filed with the agency. Communications
between agency members and agency staff shall not be prohibited. Any
communication received by an agency member from a person unrelated to the
applicant or party opposing the application shall be reported to the Executive Director
and a written summary of such communication shall be made part of the certificate of

need file.

(2) All communications between the contact person or legal counsel for the applicant and
the Executive Director or agency staff after an application is deemed complete and
placed in the review cycle are prohibited unless submitted in writing or confirmed in
writing and made part of the certificate of need application file. Communications for
the purposes of clarification of facts and issues that may arise after an application has
been deemed complete and initiated by the Executive Director or agency staff are not

prohibited.

Should you have questions or require additional information, please contact me.

PVl MM N

Melanie M. Hill
Executive Director

MMH:mab

cc: Trent Sansing, CON Director, Division of Health Statistics



State of Tennessee

Health Services and Development Agency
Andrew Jackson, 9" Floor, 502 Deaderick Street, Nashville, TN 37243
www.tn.gov/hsda Phone: 615-741-2364 Fax: 615-741-9884

MEMORANDUM

TO: Trent Sansing, CON Director
Office of Policy, Planning and Assessment
Division of Health Statistics
Cordell Hull Building, 6th Floor
425 Fifth Avenue North
Nashville, Tennessee 37247

FROM: Melanie M. Hill /W/W/WF

Executive Director
DATE: January 2, 2014

RE; Certificate of Need Application
Shelby County Health Corporation, d/b/a The Regional Medical
Center at Memphis - CN1311-044

Please find enclosed an application for a Certificate of Need for the above-referenced project.
This application has undergone initial review by this office and has been deemed complete. It is

being forwarded to your agency for a sixty (60) day review period to begin on January 1, 2014 and
end on March 1, 2014.

Should there be any questions regarding this application or the review cycle, please contact this
office.

MMH:mab

Enclosure

cc: E. Graham Baker, Jr., Esq.
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LETTER OF INTENT
TENNESSEE HEALTH SERVICES AND DEVELOPMENT AGENCY

Commercial Appeal which is a newspaper

The Publication of Intent is to be published in the
(Name of Newspaper)

for one day.

of general circulation in Shelby County, Tennessee, on or before November 10. 2013
(County) (Month / day) (Year)

e e e s e P e e P e e e e e B o b P e e S S ) et e At e e S Y S e S S D P P e P bt S S S B B e P it iy S et Bt e e e e M Am S ST S SR DN
e e e T T T L S e T e T e T L L R L N N N R e e e e e e e e o e e o e o o i e o o . o e e el e B B B P S e

This is to provide official notice to the Health Services and Development Agency and all interested parties, in
accordance with T.C.A. §68-11-1601, et seq., and the Rules of the Health Services and Development Agency,
that Shelby County Health Care Corporation, d/b/a The Regional Medical Center at Memphis, 877 Jefferson
Avenue, Memphis (Shelby County), Tennessee 38103 (“Applicant” or “The MED”), owned and managed by
itself, is applying for a Certificate of Need for the establishment of a twenty (20) skilled bed nursing unit to be
licensed as nursing home beds and operated as a department of The MED. The requested beds are subject to
the FY 2013-2014 pool of nursing home beds authorized by T.C.A. § 68-11-1622. Due to the Linton Rule, all
beds will be certified for both Medicare and Medicaid. There is no major medical equipment involved with this
project. No other health services will be initiated or discontinued. It is proposed that the Applicant will serve
Medicare, Medicaid, commercially insured, and private-pay patients, and the Applicant will be licensed by the
Tennessee Department of Health. The estimated project cost is anticipated to be approximately $300,000.00,

plus filing fee.
The anticipated date of filing the application is: November 15, 2013.
Attorney

The contact person for this project is E. Graham Baker, Jr.
(Contact Name) (Title)

2021 Richard Jones Road, Suite 350
(Address)

615/ 370-3380

who may be reached at: __his office at
(Company Name)

Nashville TN 37215
(City) (State) (Zip Code) (Area Code / Phone Number)
77 V4
4 2y " o £
Ay gt Dttt , {Z 11/07/13 graham@grahambaker.net
_;// /  (Signature) / ' (Date) (E-mail Address)
0 _/_ ___________________________________________________________

The Letter of Intent must be filed in triplicate and received between the first and the tenth day of the month. If the
last day for filing is a Saturday, Sunday or State Holiday, filing must occur on the preceding business day. File

this form at the following address:

Health Services and Development Agency
Andrew Jackson Building
502 Deaderick Street, 9" Floor
Nashville, Tennessee 37243

I . e B B e e T S S S S P e b e e e B B R S e e o e S e e e e P S e e P e e e e e P e N R B B e (3 S e o b e B S B e D I e e e e S I ST
e e e e e e e e e e e e e S T N T L L e e e e e o o o o e o o o o e e o e o i P s P 2 e s B 3 By o 8 o o e e e

The published Letter of Intent must contain the following statement pursuant to T.C.A. § 68-11-1607(c)(1). (A) Any health
care institution wishing to oppose a Certificate of Need application must file a written notice with the Health Services and
Development Agency no later than fifteen (15) days before the regularly scheduled Health Services and Development
Agency meeting at which the application is originally scheduled; and (B) Any other person wishing to oppose the
application must file written objection with the Health Services and Development Agency at or prior to the consideration of

the application by the Agency.

HF0051 (Revised 7/02 — all forms prior to this date are obsolete)



State of Tennessee

Health Services and Development Agency
Andrew Jackson Building, 9th Floor, 502 Deaderick Street
Nashville, TN 37243

www.th.gov/hsda Phone: 615-741-2364/Fax: 615-741-9884

November 19, 2013

E. Graham Baker, Jr.
Weeks and Anderson
2021 Richard Jones Road, Suite 350

Nashville, TN 37215
RE: Certificate of Need Application CN1311-044
The MED

Dear Mr. Baker:

This will acknowledge our November 15, 2013 receipt of your application for a
Certificate of Need for the establishment of a twenty (20) skilled bed nursing unit to be
licensed as nursing home beds and operated as a department of The MED.

Several items were found which need clarification or additional discussion. Please
review the list of questions below and address them as indicated. The questions have
been keyed to the application form for your convenience. I should emphasize that an
application cannot be deemed complete and the review cycle begun until all questions
have been answered and furnished to this office.

Please submit responses in triplicate by 12:00 noon, Monday, November 25, 2013. If
the supplemental information requested in this letter is not submitted by or before this
time, then consideration of this application may be delayed into a later review cycle.

1. Section A, Applicant Profile, Item 11
Can a nursing home restrict its certification to Level II only?
2. Section B, Project Description, Item I.

Please further explain the statement “Due to the Linton Rule, all beds will be
certified for both Medicare and Medicaid.



Mr. E. Graham Baker, Jr.
November 19, 2013

Page 2

Please identify the floor of the Adams Building that the skilled nursing facility
(SNF) unit will be located. Please describe the other services provided in the
Adams building by floor.

Will the applicant admit Medicaid patients to the SNF from other States? If yes,
does the Linton ruling apply to these patients? Please explain the ramifications
of the Linton ruling as it pertains to the operation of the proposed project.

Will the source of admission for all SNF unit patients be from the MED'’s acute
care beds? Where is the MED transferring SNF patients now? Are all uninsured
patients requiring SNF care remaining in the acute care beds in the MED? Please
(1111antify for the most recent year available the number of potential SNF patients
that have remained in an acute care bed beyond the normal discharge time and
the 1pq)atient days that represents. Please quantify the number of patients being
discharged from the MED for SNF services and the expected days that
represents.

The applicant has mentioned that the payor mix will be 50% Medicare and 50%
uninsured. Where are TennCare and commercial patients being discharged for
SNF care? Will these patients continue to be discEarged to the same locations
after completion of the proposed project?

Please explain in detail how it was determined that from the 7100 discharges a
need for 20 - 35 beds was determined.

It appears that the bed availability from the Nursing Home Bed Pool has
changed since the filing of this application. At this point in time only 30 beds
have been approved for this fiscal year in Knoxville. There is a pending
application in Shelby County for 20 beds (CN1310-039, The Village at

ermantown). In the addition to The MED’s application for 20 beds, a second
application has been filed this month for 30 beds, also in Shelby County
(8]%1311-045, The Farms at Bailey Station). If all these bed were approved, the
result would be 70 beds of 125 available beds approved for Shelby County with
25 beds remaining in the bed pool for the balance of the fiscal year ending
6/30/14. Does the applicant believe 70 additional SNF beds are needed in
Shelby County?

Please explain the statement “the patients we will serve are our own hospital
patients who cannot be placed in existing facilities”.

According to the 2012 Joint Annual Report, The MED’s occupancy rate was
39.2%. Please explain wh¥ the alternative was not selected to convert 20
medical /surgical beds to SNF rather than adding 20 licensed beds to the facility’s
licensed bed complement.

The aplplicant has stated that “Existing nursing facilities are reluctant to accept
referrals of patients who have little or no ability to pay for such care”. The
applicant is projecting a payor mix that includes 50% Medicare. Wouldn't

edicare pay for SNF services in existing nursing facilities? Please explain.

What is the age range of uninsured patients? Wouldn’t a large ngority of the
gatients in the SNF unit be Age 65+ suggesting these patients would be covered

y Medicare? Is the estimation of a payor mix of 50% for uninsured patients
reasonable?



Mr. E. Graham Baker, Jr.
November 19, 2013

Page 3

Section B, Project Description, Item IIL.(A)

Please discuss the feasibility of initiating a skilled nursing unit in an almost 70
year old building.

Section B, Project Description, Item IV (Floor Plan)
Please identify the patient rooms, dining area, and patient gym by room number.

Section C, Need, Item 1.a. (Service Specific Criteria (Nursing Home Services)
A. Need 1.

It appears that you may need to make some adjustments to your bed need
calculations. Acceding to the Department of Health website there are now 3,976
licensed nursing home beds in Shelby County. There are also two outstandin
but unimplemented CONs in Shelby County: CN1202-011 Collins Chapel-2
beds, and CN1303-008, Farms at Bailey Station—30 beds. Additionally The
Village of Germantown has a pending application for 20 beds that will be heard
at the January HSDA meeting and Farms at Bailey Station has a pending CON
application for 30 beds also under review this month.

Please discuss how the Long-term Care Community Choices Act of 2008 has
impacted nursing home utilization rates in Knox County for years 2009, 2010,
and 2011. The Long-term Care Community Choices Act of 2008 allows TennCare
to pay for more community and home-based services for seniors such as
household assistance, home delivered meals, personal hygiene assistance, adult
day care centers and respite

Section C, Need, Item 1.a. (Service Specific Criteria (Nursing Home Services)
B. Occupancy and Size Standards 2.

Please identify individually the 50 bed or more nursing homes in the service area
that did not attain 95% occupancy in 2011 and 2012.

Section C., Need, Item 5

Your response is noted. Please complete the following tables:



Mr. E. Graham Baker, Jr.
November 19, 2013

Page 4
Shelby County Nursing Home Utilization-2012
Facility Licensed | Beds- Beds- Beds- Licensed | SNF SNF SNF Non- | Total
Beds Medicare- | Dually Medicaid- | Only Medicare | Medicaid | All Skill | ADC
certified Certified | certified Beds ADC ADC other | ed
Non- Payors | ADC
Certified ADC
TOTAL
Source: Nursing Home JAR, 2012 (Provisional)
Shelby County Nursing Home Utilization-2011
Facility Licensed | Beds- Beds- Beds- Licensed | SNF SNF SNF Non- | Total
Beds Medicare- | Dually Medicaid- | Only Medicare | Medicaid | All Skill | ADC
certified Certified | certified Beds ADC ADC other | ed
Non- Payors | ADC
Certified ADC
TOTAL

Source: Nursing Home JAR, 2011




Mr. E. Graham Baker, Jr.

November 19, 2013

Page §
Shelby County Nursing Home UtilizationTrends-2010-2012
Facility Licensed | 2010 2011 2012 '10-"12% | 2010 % 2011 % 2012 %
Beds Patient Patient Patient change Occupancy | Occupancy | Occupancy
Days Days Days
TOTAL
Source: Nursing Home JAR, 2010-2011, 2012 (Provisional)
8. Section C, Need, Item 6
Your response to this item is noted.
Please complete the following tables

THE MED SNF UNIT Projected Utilization

Year | Licensed *Medicare- SNF SNF SNF Non- Total | Licensed
Beds certified beds Medicare | Medicaid | All Skilled ADC | Occupancy %
ADC ADC other ADC
Payors
ADC
1
2
* Includes dually-certified beds

THE MED SNF UNIT Projected Utilization

Year | Licensed Age 0-64 Age 65-74 Age 75-84 Age 85+ Total
Beds Patient Patient Patient Patient Patient
Days Days Days Days Days

1
2

* Includes dually-certified beds




Mr. E. Graham Baker, Jr.
November 19, 2013

Page 6
THE MED SNF UNIT Projected Utilization
Year | Licensed Medicare- Medicaid Commercial Uninsured Total
Beds Patient Days Patient Days Patient Days Patient Days Patient Days
1
2

* Includes dually-certified beds

Please provide the details regarding the methodology used to project patient
days during the first year of operation and the second year of operation. The
methodolog{gr must include detailed calculations or documentation from referral
sources. roviding only statements such as “based on the applicant’s
experience” will not %e considered an adequate response.

Section C. Economic Feasibility Item 1 (Project Cost Chart)

As is noted on the plot plan, the Adams Building will soon be a 70 year old
building. As a new skilled nursing facility, the unit in the Adams Building will
have to meet all current nursing home standards which include being sprinkled.
Will this facility be able to meet all these standards? If yes, please provide the
following documentation. ‘
A) Please provide documentation from a licensed architect or construction
professional:
1) a general description of the project,
2) his/her estimate of the cost to construct the project to provide a
physical environment, according to applicable federal, state and
local construction codes, standards, specifications, and
requirements and
3) attesting that the physical environment will conform to
applicable federal standards, manufacturer’s specifications and
licensing agencies’ requirements including the most recent AIA
Guidelines for Design and Construction of Hospital and Health
Care Facilities

If necessary, please make the appropriate changes to the Project Cost Chart based
on the information in the architect’s letter.

10. Section C, Economic Feasibility, Item 3

11.

Your response to this item is noted. Please use the updated 2010-2012 Cost per
Square Foot Table available on the HSDA website under “Applicant’s Toolbox”
in comparison to the cost per square foot for the proposed project.

Section C, Economic Feasibility, Item 4 (Historical Data Chart)

Please provide a Historical Data Chart for The MED's total facility.




Mr. E. Graham Baker, Jr.
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12. Section C, Economic Feasibility, Item 4 (Projected Data Chart)

Please provide a Projected Data Chart for The MED's total facility to document
the increased income for the hospital.

Please submit a revised Projected Data Chart beginning with Gross Operatin
Revenue so the impact of a 50% payor mix of uninsured can be clearly an
accurately presented.

There appears to be a calculation error in the Year 2 column.

What is included in Rent?

What do Physician Salaries and Wages represent?

Please complete the following chart for “9. Other Expenses”:

PROJECTED DATA CHART-OTHER EXPENSES

OTHER EXPENSES CATEGORIES Year Year____ Year____
1. $ $ $
2.
3.
4.
5.
6.
7.
Total Other Expenses $ $ $

13. Section C, Economic Feasibility, Item 6.B.
Please provide the Medicare allowable fee schedule for nursing homes.

14. Section C, Economic Feasibility, Item 10
Please provide Pages 1-3 of the audited financial statements.

15. Section C, Orderly Development, Item 3
Does the applicant Flan to hire or contract therap% personnel, ie., physical
therapy, occupational therapy, and speech theralpy? hat are the expected FTE
requirements for therapy personnel? Does the applicant expect to hire or
contract for other positions such as social worker, activities director, and any

other patient related positions?

Should “CAN” be “CNA"?



Mr. E. Graham Baker, Jr.
November 19, 2013
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16. Section C, Orderly Development, Item 7

Please provide a Cofp}f{of The MED’s most recent Plan of Correction submitted to
the Department of Health and/or similar documents submitted to the Joint
Commission.

In accordance with Tennessee Code Annotated, §68-11-1607(c) 5’5}, ".If an apPIication is
not deemed complete within sixty (60) days after written notitication is given to the
applicant by the agency staff that the application is deemed incomplete, the application
shall be deemed void." For this application the sixtieth (60t") day after written
notification is Friday, January 17, 2014. If this application is not deemed complete by
this date, the application will be deemed void. Agency Rule 0720-10-.03(4) (d) SZ)
indicates that "Failure of the applicant to meet Ef'u's deadline will result in the
application being considered withdrawn and returned to the contact person. Re-
submittal of the application must be accomplished in accordance with Rule 0720-10-.03
and requires an additional filing fee." Please note that supplemental information must
be submitted timely for the application to be deemed complete prior to the beginning
date of the review cycle which the applicant intends to enter, even if that time is less
than the sixty (60) days allowed by the statute. The supplemental information must be
submitted with the enclosed affidavit, which shall be executed and notarized; please
attach the notarized affidavit to the supplemental information.

If all supplemental information is not received and the application officially deemed
complete prior to the beginning of the next review cycle, then consideration of the
application could be delayed into a later review cycle. The review cycle for each
application shall begin on the first day of the month after the application has been
deemed complete by the staff of the Health Services and Development Agency.

Any communication regarding projects under consideration by the Health Services and
Development Agency shall be in accordance with T.C.A. 5 68-11-1607(d):

(1) No communications are permitted with the members of the agency once the
Letter of Intent initiating the application process is filed with the agency.
Communications between agency members and agency staff shall not be
prohibited. Any communication received by an agency member from a person
unrelated to the applicant or party opposing the application shall be reported
to the Executive Director and a written summary of such communication shall
be made part of the certificate of need file. '

(2) All communications between the contact person or legal counsel for the
a{pplicant and the Executive Director or agency staff after an application is
deemed complete and placed in the review cycle are prohibited unless
submitted in writing or confirmed in writing and made part of the certificate of
need application file. Communications for t%ue urposes of clarification of facts
and issues that may arise after an application has been deemed complete and
initiated by the Executive Director or agency staff are not prohibited.
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Should you have any questions or require additional information, please do not hesitate
to contact this office.

Sincerely,

Mark A. Farber
Deputy Director

Enclosure

MAF
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SUPPLEMENTAL-#1
]‘I';
WEEKS & ANDERSON = December 17, 2013
An Association of Attorneys m 1 :30pm
2021 RICHARD JONES ROAD, SUITE 350 E
NASHVILLE, TENNESSEE 37215-2874 =
TELEPHONE 615/383-3332
FACSIMILE 615/383-3480
KENT M. WEEKS F. B. MURPRHY, JR.
ROBERT A. ANDERSON E. GRAHAM BAKER, JR.

DIRECT TELEPHONE NIIMRBER: 615/370-3380

December 17, 2013

Mark A. Farber

Deputy Director

Tennessee Health Services & Development Agency
Andrew Jackson Building, 9" Floor

502 Deaderick Street

Nashville, TN 37243

RE:  Supplemental Information: Certificate of Need Application CN1311-044
The MED

Dear Mark:

Enclosed are three (3) copies of responses to your supplemental questions regarding the
referenced Certificate of Need application. If you have any additional questions, please contact

@@J;lham Baker, Jr.
/np

Enclosures as noted



l:\‘:l

SUPPLEMENTAL #1
r_’_‘December 17, 2013

p 1:30pm
AFFIDAVIT o
=)

STATE OF TENNESSEE
COUNTY OF DAVIDSON

NAME OF FACILITY: The MED (CN1311-044)

L, E. Graham Baker, Jr., after first being duly sworn, state under oath that I am the
applicant named in this Certificate of Need application or the lawful agent thereof, that I
have reviewed all of the supplemental information submitted herewith, and that it is true,

accurate, and complete to the best of my knowledge, information and belief.

U o fti |
L//’ v 5“_755 it N Attorney at Law
,@ltureﬂ" itle / /

Sworn to and subscribed before me, a Notary Public, this 17 day of December,
2013; witness my hand at offlce in the County of Davidson, State of Tennessee.

mm@%@%@

NOTARY PUBLIC

My Commission expires Jul 3 ’)01



The MED, CN1311-044 sl ERLEFMEMNTAL- # 1

20 Bed SNF Unit December 17, 2013

1. Section A, Applicant Profile, Item 11 1250pm
Can a nursing home restrict its certification to Level IT only?

Response: Not to the knowledge of the Applicant. However, any nursing home can target

services for Level II patients and enhance efforts to transfer Level I patients to another facility
that has available beds.

Page 1
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20 Bed SNF Unit December 17, 2013
1:30pm

2. Section B, Project Description, Item I.

Please further explain the statement “Due to the Linton Rule, all beds will be
certified for both Medicare and Medicaid.

Response: Linton v. Commissioner was a federal court case in which two Tennessee nursing
home residents filed a complaint involving a procedure being [ollowed by many nursing homes
in certifying “distinct parts” of their facilities for Medicaid. In general terms, many facilities set
aside, or certified, a part of their respective facilities as the specific section of the nursing home
in which Medicaid patients would be served. When the beds in that specific area were filled, the
facility would not accept further Medicaid patients, even though there might be empty beds in
another part of the facility. Again, in general terms, the lawsuit alleged that even if a distinct
part of a facility is certified for Medicaid, the entire facility should be certified, and any empty
bed in the nursing home should be available to any Medicaid patient. The court agreed, ruling
that certifying “distinct parts” of a nursing home violated the law.

In 1990, the State of Tennessee and the plaintiffs settled the lawsuit and an agreed order was set
into place. This agreed order has become known as the “Linton Rule” and is well-known in
health planning and regulatory circles. Generally, the Linton Rule provides that if a facility
participates in Medicaid, then all beds in that facility must be available for Medicaid patients on
a “first-come, first-served” basis.

As the rule applies to this project, The MED is certified for Medicare and Medicaid. We serve
many Medicare and Medicaid (TennCare) patients, and more than our share of patients with no
payment source. When patients with no financial resources are in a hospital bed, but need to be
in a skilled nursing bed, it is difficult to transfer such patients to area nursing facilities.
Therefore, these patients stay in an expensive hospital bed, greatly increasing the losses of the
hospital. The purpose of this CON application is to set up a few SNF beds for such Level II
patients that are already in our hospital, and allow The MED to transfer such patients into less
expensive nursing home beds within our own facility. While the nursing facility will be
separately licensed, it will still be a department of the hospital. If our hospital patients need a
skilled nursing home bed and we can’t find a nursing home that will accept that patient, we will
provide the service to that patient. As stated in the CON application, even though the nursing
home department is anticipated to operate at a loss, the hospital’s savings will more than off-set
such financial losses of that department.

Irrespective of the anticipated financial loss of the SNF unit, The MED has an obligation to serve
all patients who present for care, irrespective of their ability or inability to pay for such care.
Therefore, if a patient who is qualified for Medicaid needs a SNF bed and we can’t transfer that
patient, we will provide care for that patient, thereby complying with the letter and intent of the
Linton Rule.

Please identify the floor of the Adams Building that the skilled nursing facility
(SNF) unit will be located. Please describe the other services provided in the Adams
building by floor.

Response: The proposed SNF unit will be located on the 3™ floor of the Adams Building.

The other services provided in the Adams building by floor at the time of this application are as
follows:

Basement Level — Legal, Engineering, Biomed, Storage, IT Support, Consultants and Print Shop.

Page 2



The MED, CN1311-044 sepblERIFRENTAL - # 1

20 Bed SNF Unit December 17, 2013

1:30pm
Ground Floor — Hospital Administration, Auditorium, IT Administration and Business Office P

First Floor — Accounts Payable, Revenue Cycle Management, Comptroller and Accounting
Second Floor — Training and Development, Human Resources
Third Floor — Vacant (Proposed SNF)

Fourth Floor — Sleep Rooms, Detention Unit Patient Beds, Shelby County Health Department,
University of Memphis Speech and hearing Center, TennCare.

Fifth Floor — Cardiology Services, Health Loop Clinic Administration, TenderCare, Nursing
Administration.

Sixth Floor — Sleep Rooms, IT Applications, UT Psych Services, UT Emergency Medicine
Offices, Med Administration, Neurosurgery Administration.

Will the applicant admit Medicaid patients to the SNF from other States? If yes,
does the Linton ruling apply to these patients? Please explain the ramifications of
the Linton ruling as it pertains to the operation of the proposed project.

Response: We do not plan to admit Medicaid patients from other states, but realize that may
happen. Since the Linton Rule is a federal law, our SNF unit must comply.

If, for example, a Mississippi resident (who is Medicaid-eligible or -certified) becomes a patient
at our hospital and needs to be transferred to a SNF bed, the care for that patient will be paid for
by the State of Tennessee if that patient states he/she intends to become a resident of Tennessee.
There is no waiting period. The patient can be transferred to an existing nursing home in the
area, and that patient’s care will be reimbursed by Medicaid (Tennessee). On the other hand, if
that patient states he/she does not intend to become a resident of Tennessee, neither Tennessee
nor Mississippi will pay for the care. Since there is no reimbursement mechanism for the patient,
he/she will be transferred to our SNF unit if we cannot transfer the patient to an area nursing
home.

The MED will continue to provide medical care to people who present for care. If that care is in
a hospital bed, we will provide it. If that care is in a SNF bed, we will provide it. If any patient
has a payor mechanism in place, we will try to transfer that patient to an existing facility, and if
no facility will take that patient, we will seek reimbursement. If any patient does not have a
payor mechanism in place, we will provide the medical care at a financial loss, as always.
However, in such instances our costs will be lower in a SNF unit than in a hospital bed, so our
losses will decrease. That is the reason for filing this application: to provide appropriate care to
all patients at the least expensive cost to our facility.

Will the source of admission for all SNF unit patients be from the MED’s acute care
beds?

Response: All admissions to our SNF unit will be from our hospital.
Where is the MED transferring SNF patients now?

Response: Patients who have an identifiable source of reimbursement are normally placed at
existing nursing homes in and around Shelby County, based on patient choice and ability of the
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arca facilities to provide the needed care. We do not have a list showing the number of
placements by facility.

Are all uninsured patients requiring SNF care remaining in the acute care beds in
the MED?

Response: It is impossible to ascertain whether or not “ALL” of our uninsured patients remain
in our hospital beds. However, enough of them do stay in our hospital beds to warrant this
application.

As stated, we have many uninsured patients in our hospital beds that need to be in a SNF. In the
past, we could not place most of these patients because they have no reimbursement source. As
such, we keep them in our hospital beds. This application will allow us to transfer such patients
to our own SNF unit, thereby providing the SNF care that these patients need, while decreasing
the financial losses (overall) to our hospital. We anticipate that about half of the patients we
anticipate “transferring” out of our hospital to our SNF unit will eventually be certified for
Medicare, and the other half will have no payment source at all.

Please quantify for the most recent year available the number of potential SNF
patients that have remained in an acute care bed beyond the normal discharge time
and the patient days that represents.

Response: As stated in the application:

“A study of hospital discharges indicated the Applicant would have no problem in
operating a 20 bed SNF unit at a high utilization rate. In September, 2013, an
internal study was conducted which analyzed hospital discharges within the
previous fiscal year. The twelve month data included a total of 15,435 total
discharges from July 1, 2012 to June 30, 2013. Discharges associated with MDC
14 & 15, pregnancy and childbirth, were discarded and the study focused on the
remaining 7,100 discharges. Within this number, a total of 572 different zip
codes were represented, and zip codes with in excess of 100 discharges were
analyzed. The resultant 18 zip codes showed that the vast majority of our patients
originate from Shelby County, with the majority of those cases being in the
downtown area. The study showed a need for 20.03 SNF beds for the top zip
codes, and a total of 35.1 SNF beds (at full occupancy) for all discharges. Again,
the analysis revealed that the majority of bed need is based on neighborhoods
surrounding The MED, in particular, Downtown, Midtown, Whitehaven,
Bellevue/McKenire, Frayser and North Memphis.”

The study quoted above is proprietary in nature, so it is not being submitted in its entirety.
However, the following chart is submitted as further proof of the need for 20 to 35 beds. This
chart indicates, by actual discharge data for The MED from July 1, 2012 to June 30, 2013, the
number of patients discharged from hospital beds that should have been transferred earlier to
SNF beds, as follows:

Medical Diagnosis Top Zip All MS AR Other Total
Codes in Other
B TN TN
Medically Complex 8.88 2.880 2.293 1.660 0759 | 16.47
Respiratory 5.04 0.961 1.046 0.604 0.386 8.04
Cardiac Care 2.71 0.169 0.236 0.113 0.131 3.36
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Rehabilitation 3.40 1.238 1.266 | 0.980 | 0.345 7122
TOTAL 20.03 5.255 4841 3357| 1.621 35.1

Notes on the above chart:

(1) “Top Zip Codes in TN” includes those zip codes with the highest number of
discharges, in particular those with greater than 100 discharges from The MED. All
20 of these zip codes are inside Shelby County.

(2) “All Other TN” includes all other Tennessee zip codes not included in the first
column.

(3) “MS” includes all zip codes from the State of Mississippi. Obviously, most of these
discharges were from the northern portion of the state.

(4) “AR” includes all zip codes from the State of Arkansas. Most of these discharges
were from the eastern portion of the state.

(5) “Other” includes the remaining zip codes outside TN, MS, and AR. Such discharges
involved patients who originated from California to Florida. However, only about 2
beds are needed for such patients.

Please quantify the number of patients being discharged from the MED for SNF
services and the expected days that represents.

Response: According to the Director of Case Management and Patient Access, there were 164
patients discharged from The MED from July 1, 2013 through December 15, 2013 to area skilled
nursing homes. These patients represented 2,241 patient days at The MED.

The applicant has mentioned that the payor mix will be 50% Medicare and 50%
uninsured. Where are TennCare and commercial patients being discharged for
SNF care? Will these patients continue to be discharged to the same locations after
completion of the proposed project?

Response: Patients with payor sources are discharged to area nursing facilities. They will
continue to be transferred to area nursing facilities.

Please explain in detail how it was determined that from the 7100 discharges a need
for 20 — 35 beds was determined.

Response: The math shows that 7,100 discharges would equate to 19.45 (or 20) beds, if all beds
were operating at 100% (7,100 / 365 = 19.45). You would not want to operate at 100%
occupancy, so more than 20 beds would be required to properly care for these patients.
Additionally, and as stated in the application:

“A study of hospital discharges indicated the Applicant would have no problem in

operating a 20 bed SNF unit at a high utilization rate. In September, 2013, an
internal study was conducted which analyzed hospital discharges within the
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previous fiscal year. The twelve month data included a total of 15,435 total
discharges from July 1, 2012 to June 30, 2013. Discharges associated with MDC
14 & 15, pregnancy and childbirth, were discarded and the study focused on the
remaining 7,100 discharges. Within this number, a total of 572 different zip
codes were represented, and zip codes with in excess of 100 discharges were
analyzed. The resultant 18 zip codes showed that the vast majority of our patients
originate from Shelby County, with the majority of those cases being in the
downtown area. The study showed a need for 20.03 SNF beds for the top zip
codes, and a total of 35.1 SNF beds (at full occupancy) for all discharges. Again,
the analysis revealed that the majority of bed need is based on neighborhoods
surrounding The MED, in particular, Downtown, Midtown, Whitehaven,

Bellevue/McKenire, Frayser and North Memphis.”

The study quoted above is proprictary in nature, so it is not being submitted in its entirety.
However, the following chart is submitted as further proof of the need for 20 to 35 beds. This
chart indicates, by actual discharge data for The MED from July 1, 2012 to June 30, 2013, the
number of patients discharged from hospital beds that should have been transferred earlier to

SNF beds, as follows:

Medical Diagnosis Top Zip All MS AR Other Total
Codes in Other
TN TN
Medically Complex 8.88 2.880 2.293 1.660 0.759 16.47
Respiratory 5.04 0.961 1.046 0.604 0.386 8.04
Cardiac Care 2.71 0.169 0.236 0.113 0.131 3.36
Rehabilitation 3.40 1.238 1.266 0.980 0.345 7.22
TOTAL 20.03 5.255 4.841 3.357 1.621 35.1

Notes on the above chart:

(6) “Top Zip Codes in TN” includes those zip codes with the highest number of
discharges, in particular those with greater than 100 discharges from The MED. All
20 of these zip codes are inside Shelby County.

(7) “All Other TN” includes all other Tennessee zip codes not included in the first
column.

(8) “MS” includes all zip codes from the State of Mississippi. Obviously, most of these
discharges were from the northern portion of the state.

(9) “AR” includes all zip codes from the State of Arkansas. Most of these discharges
were from the eastern portion of the state.

(10)  “Other” includes the remaining zip codes outside TN, MS, and AR. Such
discharges involved patients who originated from California to Florida. However,
only about 2 beds are needed for such patients.

It appears that the bed availability from the Nursing Home Bed Pool has changed
since the filing of this application. At this point in time only 30 beds have been
approved for this fiscal year in Knoxville. There is a pending application in Shelby
County for 20 beds (CN1310-039, The Village at Germantown). In the addition to
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The MED’s application for 20 beds, a second application has been filed this month
for 30 beds, also in Shelby County (CN1311-045, The Farms at Bailey Station). If
all these bed were approved, the result would be 70 beds of 125 available beds
approved for Shelby County with 25 beds remaining in the bed pool for the balance
of the fiscal year ending 6/30/14. Does the applicant believe 70 additional SNF beds
are needed in Shelby County?

Response: The Applicant believes that the question of need for nursing home beds in Shelby
County rests with the Health Services and Development Agency, and has no position on the need
for 70 additional SNF beds there. We believe we have a need for 20 SNF beds to handle the
need of our own hospital population that requires SNF services but who remain in our hospital
beds.

It needs to be stressed that this project, if approved, will merely move 20 patients from one part
of our hospital to another part of our hospital — from hospital beds to SNF beds. We will not be
impacting existing nursing homes in Shelby County.

Please explain the statement “the patients we will serve are our own hospital
patients who cannot be placed in existing facilities”.

Response: As stated, we have many uninsured patients in our hospital beds that need to be in a
SNF. In the past, we could not place most of these patients because they have no reimbursement
source. As such, we keep them in our hospital beds. This application will allow us to transfer
such patients to our own SNF unit, thereby providing the SNF care that these patients need,
while decreasing the financial losses (overall) to our hospital. We anticipate that about half of
the patients we anticipate “transferring” out of our hospital to our SNF unit will eventually be
certified for Medicare, and the other half will have no payment source at all.

It needs to be stressed that this project, if approved, will merely move 20 patients from one part
of our hospital to another part of our hospital — from hospital beds to SNF beds. We will not be
impacting existing nursing homes in Shelby County.

According to the 2012 Joint Annual Report, The MED’s occupancy rate was 39.2%.
Please explain why the alternative was not selected to convert 20 medical/surgical
beds to SNF rather than adding 20 licensed beds to the facility’s licensed bed
complement.

Response: All of the beds we seek will be skilled beds. The Legislature has set in place a
process for the approval of skilled beds in the state. We decided to comply with the law.

Further, the de-licensing of hospital beds does not create a need for nursing home beds. We felt
keeping our hospital license at its current level was most advantageous to our hospital.

The applicant has stated that “Existing nursing facilities are reluctant to accept
referrals of patients who have little or no ability to pay for such care”. (sic) The
applicant is projecting a payor mix that includes 50% Medicare. Wouldn’t
Medicare pay for SNF services in existing nursing facilities? Please explain.

Response: As stated, we have many uninsured patients in our hospital beds that need to be in a
SNF. In the past, we could not place most of these patients because they have no reimbursement
source. As such, we keep them in our hospital beds. This application will allow us to transfer
such patients to our own SNF unit, thereby providing the SNF care that these patients need,
while decreasing the financial losses (overall) to our hospital. We anticipate that about half of
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the patients we anticipate “transferring” out of our hospital to our SNF unit will eventually be

certified for Medicare, and the other half will have no payment source at all.

What is the age range of uninsured patients? Wouldn’t a large majority of the
patients in the SNF unit be Age 65+ suggesting these patients would be covered by
Medicare? 1Is the estimation of a payor mix of 50% for uninsured patients
reasonable?

Response: We did not calculate the exact age range of the patients in our study. Yes, most
patients aged 65 and over would probably qualify for Medicare reimbursement. However, many
of our “under 65™ patients are from our trauma unit. It cannot be stressed enough that we have
the busiest Level I trauma center in West Tennessee. The payor mix that we utilized for our
CON application is the ACTUAL payor mix for those patients in our hospital that could not be
placed in existing nursing homes. It was not an estimate.
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3. Section B, Project Description, Item IIL.(A)

Please discuss the feasibility of initiating a skilled nursing unit in an almost 70 year
old building,

Response:  The building meets all nursing home codes and regulations, and the space is
available. Therefore, it is feasible to initiate a skilled nursing unit in the building.
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4. Section B, Project Description, Item IV (Floor Plan)

Please identify the patient rooms, dining area, and patient gym by room number.

Response: Private Rooms: 339, 341, 345, 347, 351, 353, 369, 371.
Semi-Private Rooms: 343, 349, 365, 367, 373. 375.

Dining Room: 322.

Gym: 314.
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5. Section C, Need, Item 1.a. (Service Specific Criteria (Nursing Home Services) A.
Need 1.

It appears that you may need to make some adjustments to your bed need
calculations. Accedlng (sic) to the Department of Health website there are now
3,976 licensed nursing home beds in Shelby County. There are also two outstanding
but unimplemented CONs in Shelby County: CN1202-011 Collins Chapel-28 beds,
and CN1303-008, Farms at Bailey Station—30 beds. Additionally The Village of
Germantown has a pending application for 20 beds that will be heard at the
January HSDA meeting and Farms at Bailey Station has a pending CON
application for 30 beds also under review this month.

Please discuss how the Long-term Care Community Choices Act of 2008 has
impacted nursing home utilization rates in Knox County for years 2009, 2010, and
2011. The Long-term Care Community Choices Act of 2008 allows TennCare to
pay for more community and home-based services for seniors such as household
assistance, home delivered meals, personal hygiene assistance, adult day care
centers and respite (sic).

Response: As stated in the application:

“As reported on Joint Annual Reports for existing county facilities, nursing homes
in Shelby County have operated 82.6%, 83.8%, and 84.5% for 2009 through
2011, respectively. At least two facilities have decreased facility bed counts since
the filing of the 2011 JARs, and one facility has surrendered its license. Civic
Health and Rehab Center was licensed for 147 beds, and its license expired on
July 1, 2013. Bright Glade Health and Rehab Center decreased its bed count from
81 to 77 beds on July 1, 2013, and Grace Healthcare of Cordova decreased its bed
count from 284 to 240 beds on July 1, 2013. Taking these bed losses into
consideration, the occupancy rate for Shelby County Nursing Homes would
increase from 84.5% to 88.7% for 2011. With these decreases, there currently
exist 3,974 nursing home beds in Shelby County, with a need for 5,094 beds by
2016.”

The above numbers were based on what was reported in JARs, and further information we had
about the decreases (noted above) in various facilities. Apparently, we are “off” by two beds. If
Licensure now states there are 3,976 beds, Licensure has changed its total since they advised the
Applicant (prior to filing this application) that 3,974 beds were in Shelby County. We have no
way of knowing for sure how many beds are actually in Shelby County, other than to rely on
Licensure.

According to the State’s website,

"CHOICES" is TennCare's program for long-term care services for elderly (65
years of age and older) or disabled (21 years of age and older). Long-term care
includes help doing everyday activities that you may no longer be able to do for
yourself as you grow older, or if you have a physical disability-like bathing,
dressing, getting around your home, preparing meals, or doing household chores.
Long-term care services include care in a nursing home. Long-term care also
includes certain services to help a person remain at home or in the community.
These are called Home and Community Based Services or HCBS.”
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The Applicant believes the Choices program is an excellent use of limited resources to help the
elderly and disabled live at home. The Applicant is not aware of any state-sponsored study that
shows the impact of the Choices program in Knox County or any other county in Tennessee. As
more people utilize the service, common sense dictates that fewer institutional resources will be
required, whether in Knox County or other counties in the state. That stated, if such individuals
never qualified for nursing home care, they would not have been admitted to nursing homes
under strict preadmission evaluation guidelines. The patients who are the object of this
application are not patients who merely have problems conducting everyday activities: These
are skilled nursing patients who currently are institutionalized in a hospital bed who need to be
transferred to a SNF bed. Therefore, the Choices program should not impact the SNF patients
currently residing in our hospital beds.
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6. Section C, Need, Item 1l.a. (Service Specific Criteria (Nursing Home Services) B.
Occupancy and Size Standards 2.

Please identify individually the S0 bed or more nursing homes in the service area
that did not attain 95% occupancy in 2011 and 2012.

Response: Please see attached chart (Supplemental C.Need. 1.a.)
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7. Section C., Need, Item 5

Your response is noted. Please complete the following tables:
Response: All of the three following charts are attached as Supplemental C. Need. 5.

Shelby County Nursing Home Utilization-2012

Facilit | Licens | Beds- Beds- | Beds- Licens | SNF SNF SNF | Non- | Tot
y ed Medica | Dually | Medicai | ed Medica | Medica | All Skille | al
Beds re- Certifi | d- Only re id other | d AD
certified | ed certifie | Beds ADC ADC Payo | ADC | C
d Non- rs
Certifi ADC
ed
TOTA
L

Source: Nursing Home JAR, 2012 (Provisional)
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Shelby County Nursing Home Utilization-2011
Facilit | Licens | Beds- Beds- | Beds- Licens | SNF SNF SNF | Non- | Tot
y ed Medica | Dually | Medicai | ed Medica | Medica | All Skille | al
Beds re- Certifi | d- Only re id other | d AD
certified | ed certifie | Beds ADC ADC Payo | ADC | C
d Non- rs
Certifi ADC
ed
TOTA
L
Source: Nursing Home JAR, 2011
Shelby County Nursing Home UtilizationTrends-2010-2012
Facility | License | 2010 | 2011 2012 ’10- 2010 % 2011 % 2012 %
d Beds | Patien | Patien | Patien | ’12 % | Occupanc | Occupanc | Occupanc
(2012) t Days | t Days | t Days | chang |y y y
e
TOTA
L

Source: Nursing Home JAR, 2010-2011, 2012 (Provisional)
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8. Section C, Need, Item 6

Your response to this item is noted.

Please complete the following tables

THE MED SNF UNIT Projected Utilization

Year | Licensed | *Medicare- | SNF SNF SNF Non- | Total | Licensed
Beds certified Medicare | Medicaid | All Skilled | ADC | Occupancy
beds ADC ADC other | ADC %
Payors
] ADC
1 20 110 8 0 8 0 16 80%
2 20 [ 10 8.5 0 8.5 0 17 85%
* Includes dually-certified beds
THE MED SNF UNIT Projected Utilization
Year | Licensed Age 0-64 Age 65-74 Age 75-84 Age 85+ Total
Beds Patient Patient Patient Patient Patient
Days Days Days Days Days
1 20 2908 1200 800 907 5815
2 20 3089 1300 865 924 6178
* Includes dually-certified beds
- THE MED SNF UNIT Projected Utilization
Year | Licensed | Medicare- Medicaid Commercial Uninsured Total
Beds Patient Days | Patient Patient Days Patient Days | Patient
Days , Days
1 20 2908 N/A N/A 2908 5815
2 20 3089 N/A N/A 3089 6178

* Includes dually-certified beds

Response: The charts are completed above. Please note that we anticipate approximately 50%
of our patients to be Medicare, and 50% non-reimbursed. The projections are based on that

assumption.

The CON application stated several times that we do anticipate transferring

Medicaid patients to existing nursing homes, as has been our practice in the past. We understand
that there may be an occasion when a Medicaid patient has to go to our SNF for a day or so,
awaiting transfer. However, we have no way to estimate or project how many patient days that
would entail, so we did not show any Medicaid patient days as being projected. Further, in the
second chart above, we made the assumption that about half of our Medicare patients would be
under 65 years of age, and proportioned the remaining half over the requested age brackets.
These are projections, only, as requested in the question.

Please provide the details regarding the methodology used to project patient days
during the first year of operation and the second year of operation. The
methodology must include detailed calculations or documentation from referral
sources. Providing only statements such as “based on the applicant’s experience”
will not be considered an adequate response.
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Response: As stated in the application:

“A study of hospital discharges indicated the Applicant would have no problem in
operating a 20 bed SNF unit at a high utilization rate. In September, 2013, an
internal study was conducted which analyzed hospital discharges within the
previous fiscal year. The twelve month data included a total of 15,435 total
discharges from July 1, 2012 to June 30, 2013. Discharges associated with MDC
14 & 15, pregnancy and childbirth, were discarded and the study focused on the
remaining 7,100 discharges. Within this number, a total of 572 different zip
codes were represented, and zip codes with in excess of 100 discharges were
analyzed. The resultant 18 zip codes showed that the vast majority of our patients
originate from Shelby County, with the majority of those cases being in the
downtown area. The study showed a need for 20.03 SNF beds for the top zip
codes, and a total of 35.1 SNF beds (at full occupancy) for all discharges. Again,
the analysis revealed that the majority of bed need is based on neighborhoods
surrounding The MED, in particular, Downtown, Midtown, Whitehaven,
Bellevue/McKenire, Frayser and North Memphis.”

The study quoted above is proprietary in nature, so it is not being submitted in its entirety.
However, the following chart is submitted as further proof of the need for 20 to 35 beds. This
chart indicates, by actual discharge data for The MED from July 1, 2012 to June 30, 2013, the
number of patients discharged from hospital beds that should have been transferred to SNF beds,
as follows:

Medical Diagnosis Top Zip All MS AR Other Total
Codes in Other
TN TN
Medically Complex 8.88 2.880 2.293 1.660 0.759 16.47
Respiratory 5.04 0.961 1.046 0.604 0.386 8.04
Cardiac Care 2.71 0.169 0.236 0.113 0.131 3.36
Rehabilitation 3.40 1.238 1.266 0.980 0.345 7.22
TOTAL 20.03 5.255 - 4.841 3.357 1.621 35.1

With between 20 and 35 beds needed, we felt we could start transferring patients almost
immediately, with the first year averaging 16 patients and increasing from there. It cannot be
stressed enough that the approval of this project will merely move existing patients from one part
of our hospital to another part of our hospital — from hospital beds to SNF beds.
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9. Section C. Economic Feasibility Item 1 (Project Cost Chart)

As is noted on the plot plan, the Adams Building will soon be a 70 year old building.

As a new skilled nursing facility, the unit in the Adams Building will have to meet all

current nursing home standards which include being sprinkled. Will this facility be

able to meet all these standards? If yes, please provide the following documentation.
A) Please provide documentation from a licensed architect or construction
professional:

1) a general description of the project,

2) his/her estimate of the cost to construct the project to provide a
physical environment, according to applicable federal, state and local
construction codes, standards, specifications, and requirements and

3) attesting that the physical environment will conform to applicable
federal standards, manufacturer’s specifications and licensing
agencies’ requirements including the most recent AIA Guidelines for
Design and Construction of Hospital and Health Care Facilities

If necessary, please make the appropriate changes to the Project Cost Chart based
on the information in the architect’s letter.

Response: The building meets all nursing home codes and regulations, and the space is
available. See Supplemental C.EF. 1, which is a letter from our Project Manager.
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10. Section C, Economic Feasibility, Item 3
Your response to this item is noted. Please use the updated 2010-2012 Cost per
Square Foot Table available on the HSDA website under “Applicant’s Toolbox” in
comparison to the cost per square foot for the proposed project.

Response: Updated pages 31 and 34 are attached.
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11.  Section C, Economic Feasibility, Item 4 (Historical Data Chart)
Please provide a Historical Data Chart for The MED’s total facility.

Response: Discussion with the Assistant Executive Director indicated this chart would not be
required.
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12. Section C, Economic Feasibility, Item 4 (Projected Data Chart)

Please provide a Projected Data Chart for The MED’s total facility to document the
increased income for the hospital.

Response: Discussion with the Assistant Executive Director indicated this chart would not be
required.

Please submit a revised Projected Data Chart beginning with Gross Operating
Revenue so the impact of a 50% payor mix of uninsured can be clearly and
accurately presented.

Response: The Projected Data Chart correctly reflects the payor sources for the patients we plan
to transfer from our hospital beds to our new SNI unit, if this project is approved.

There appears to be a calculation error in the Year 2 column.
Response: Please see revised page 37.

What is included in Rent?
Response: Space, utilities and housekeeping.

What do Physician Salaries and Wages represent?

Response:  Salary expenses include our Medical Director and other physician salaries
anticipated with the implementation of this project.

Please complete the following chart for “9. Other Expenses”:

PROJECTED DATA CHART-OTHER EXPENSES

OTHER EXPENSES CATEGORIES Year 3 Year 2 Year 1
1. Salaries & Wages $1,432,308 $1,345,212  $1,213,572
2. Physician Salaries & Wages 26,520 25,752 24,996
3. Med Supplies, Pharmacy, Lab & Radiology 520,232 477,251 436,125
4. Depreciation 30,000 30,0600 30,000
5. Rent 238,656 231,756 225,000
6. Contract Services, Marketing, Laundry & 543,113 508,713 475,742
Dietary
7.
Total Other Expenses $2,790,829  $2,618,684  $2,405,435

Response: The chart is completed above.
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13. Section C, Economic Feasibility, Item 6.B.

Please provide the Medicare allowable fee schedule for nursing homes.

Response: Please see Supplemental C.EF.6.B.
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14. Section C, Economic Feasibility, Item 10

Please provide Pages 1-3 of the audited financial statements.

Response: Please see Supplemental C.EF.10.
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15. Section C, Orderly Development, Item 3 P

Does the applicant plan to hire or contract therapy personnel, i.c., physical therapy,
occupational therapy, and speech therapy?  What are tllc expected FTE
requirements for therapy personnel? Does the applicant expect to hire or contract

for other positions such as social worker, activities director, and any other patient
related positions?

Response:  Yes, we will contract therapy personnel, as follows: Physical Therapist 1.5;
Occupational Therapist 1.0; and Speech Therapist 0.5. We will hire 3 Respiratory Therapists, 1
MDS coordinator, and a 0. 5 Activity Coordinator.

Should “CAN” be “CNA”?

Response: Yes.
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16. Section C, Orderly Development, Item 7

Please provide a copy of The MED’s most recent Plan of Correction submitted to
the Department of Health and/or similar documents submitted to the Joint
Commission.

Response: Please see Supplemenial C.OD.7.d.
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APM Supp R AL # 1

American Program Management 7,2013
1:30pm

December 16, 2013

Melanig Hill, Executive Director

Health Services and Development Agency
Andrew Jackson Building, 9th Floor

502 Deaderick Street

Nashville, TN 37243

Re: The MED, CN1311-044
20 Bed SNF Unit

Ms. Hill:
Please find below the information requested for the above mentioned project.
item 9. Section C. Economic Feasibility tem 1 (Project Cost Chart )
As is noted on the plot plan, the Adams Building will soon be a 70 year old building. As a
new skilled nursing facility, the unit in the Adams Building will have to meet all of the
current nursing home standards which include being sprinklered. Will the facility be able
to meet all these standards? If yes, please provide the following documentation.
A) Please provide documentation from a licensed architect or construction
professional:
1) a general description of the project,
Response: The project is the conversion of a recently decanted 21 bed inpatient
rehabilitation unit to a 20 bed skilled nursing unit. The area is approximately
20,000 ft2.The license for the inpatient rehabilitation unit was recently renewed.
2) his/her estimate of the cost to construct the project to provide a
physical environment, according to applicable federal, state and local
construction codes, standards, specifications, and requirements and
Response:
PROJECT COSTS CHART

A. Construction and equipment acquired by purchase.

Architectural and Engineering Fees $
Legal, Administrative (Excluding CON Filing Fee), Consultant $
Acquisition of Site 3 -0-
$
$

Preparation of Site
Construction Costs

gD =

£ 4y 103 Continental Place, Suite 100
% fvosp. Brentwood, TN 37027

¥ "UAF www.apmproject.com

s 45 Cerlified Veteran Owned Small Business
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6. Contingency Fund $ -0-
7. Fixed Equipment (Not included in Construction Contract) 3 -0-
8. Moveable Equipment (List all equipment over $50,000) $ 209,872
9. Other (Specify)
Subsection A Total $ 297,000
B. Acquisition by gift, donation, or lease.
1. Facility (Inclusive of Building and Land) 3 -0-
2. Building Only $ -0-
3. Land Only 3 -0-
4. Equipment (Specify) $ -0-
5. Other (Specify) $ -0-
Subsection B Total 3 -0-
C. Financing costs and fees
1. Interim Financing % -0-
2. Underwriting Costs $ -0-
3. Reserve for One Year's Debt Service $ -0-
4. Other (Specify) $ -0-
Subsection C Total $ -0-
D. Estimated Project Cost (A + B + C) $ 297,000
E. CON Filing Fee $§ 3,000
F. Total Estimated Project Cost (D + E) TOTAL $ 300,000

3) attesting that the physical environment will conform to applicable
federal standards, manufacturer’s specifications and licensing
agencies’ requirements including the most recent AlA Guidelines for
Design and Construction of Hospital and Health Care Facilities.

Response: To the best of our knowledge based on visual observation and
review of existing construction documents of the proposed location, it appears

that the evacuated inpatient rehabilitation, meets the standards and guidelines
for a nursing home.

| hope this provides the information needed. If you have questions or need additional
information piease contact me.

Sinc;aely,

/ A7) L.
Wfassio T/ P bl
Warren N, Goodwin, FAIA

President & CEO

1:30pm
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1. Provide the cost of the project by completing the Project Costs Chart on the following page. ,
Justify the cost of the project.

-- All projects should have a project cost of at least $3,000 on Line F. (Minimum CON Filing Fee).
CON filing fee should be calculated from Line D. (See Application Instructions for Filing Fee)

~- The cost of any lease should be based on fair market value or the total amount of the lease
payments over the initial term of the lease, whichever is greater.

-= The cost for fixed and moveable equipment includes, but is not necessarily limited to,
maintenance agreements covering the expected useful life of the equipment; federal, state, and
local taxes and other government assessments; and installation charges, excluding capital
expenditures for physical plant renovation or in-wall shielding, which should be included
under construction costs or incorporated in a facility lease.

-- For projects that include new construction, modification, and/or renovation; documentation
must be provided from a contractor and/or architect that support the estimated construction
costs.

Response: The Project Costs Chart is completed. This project involves approximately 16,910 GSF
which will be renovated at a cost of $37,128, for an average construction (renovation) cost per GSF of
approximately $2.20. The total project would approximate $17.75 per GSF. There is no construction.
Renovation costs are for painting the existing space.

The chart below, prepared by the HSDA, indicates construction costs for recent nursing home
applications. A review of these average costs indicate this particular project is financially feasible.

Nursing Home Censtruction Cest Per Square Foot

Years: 2010 - 2012

Renovated New Total
- Construction Construction Construction
1% Quartile $19.30/sq ft $164.57/sq ft $73.23/sq ft
Median $35.76/sq ft $167.31/sq ft $164.57/sq ft
3" Quartile $55.00/sq ft $181.72/sq ft $167.61/sq ft

Source: CON approved applications for years 2010 through 2012

Due to insufficient sample size, Renovated Construction is not available.



3. Discuss and document the reasonableness of the proposed project umtsSiﬂRBhﬁMENﬂ;Alhe #1
cost per square foot of construction to similar projects recently approved by theDidedthtisrvivgs2013
and Development Agency. . ' 1:30pm

Response: The Project Costs Chart is completed. This project involves approximately 16,910 GSF
which will be renovated at a cost of $37,128, for an average construction (renovation) cost per GSF of
approximately $2.20. The total project would approximate $17.75 per GSF. There is no construction.
Renovation costs are for painting the existing space.

The chart below, prepared by the HSDA, indicates construction costs for recent nursing home
applications. A review of these average costs indicate this particular project is financially feasible.
Nursing Home Construction Cost Per Square Foot

Years: 2010 -2012

-Renovated—- ------- - - New -~ - - ~Total- -
i Construction Construction Construction
1* Quartile $19.30/sq ft $164.57/sq ft $73.23/sq ft
Median $35.76/sq ft $167.31/sq ft $164.57/sq ft
3" Quartile $55.00/sq ft $181.72/sq ft $167.61/sq ft

Source: CON approved applications for years 2010 through 2012

Due to insufficient sample size, Renovated Construction is not available.
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Give information for the three (3) years following the completion of this project. The fiscal year beging 180pm
July (month).

PROJECTED DATA CHART

Yr-1 Yr-2 Yr-3
A. Utilization/Occupancy _ 16 _ 17 18
B. Revenue from Services to Patients
l. Inpatient Services $1,268,398 $1,388,043 $1,512,565
2. Outpatient Services
3. Emergency Services
4. Other Operating Revenue (Specify)
Gross Operating Revenue $1,268,398 $1,388,043 $1.512,565
C. Deductions from Operating Revenue
1. Contractual Adjustments
2. Provision for Charity Care $38.,051 $41,642 $45,379
3. Provision for Bad Debt
Total Deductions $38,051 $41,642 $45,379
NET OPERATING REVENUE $1,230,347 $1,346,401 $1,467,186
D. Operating Expenses
1. Salaries and Wages $1,213,572 $1,345,212 B _$1,432,308
2.Physician’s Salaries and Wages (Contracted) $24,996 $25,752 $26,520
3. Supplies $436,125 $477,251 $520,232
4. Taxes
5. Depreciation $30,000 $30,000 $30,000
6. Rent $225,000 $231,756 $238,656
7. Interest, other than Capital
8. Management Fees:
a. Fees to Affiliates
b. Fees to Non-Affiliates 90,000 90,000 90,000
9. Other Expenses (Specify)Contract Services,
Marketing, Laundry, & Dietary $385,742 $518,713 $453,113
Total Operating Expenses $2,405,435 $2,718,684 $2,790,829
E. Other Revenue (Expenses)-Net (Specify) B
NET OPERATING INCOME (LOSS) -$1,175,088 -$1,372,283 -$1,323,643
F.  Capital Expenditures
1. Retirement of Principal
2. Interest (on Letter of Credit)
Total Capital Expenditure B
NET OPERATING INCOME (LOSS) LESS
CAPITAL EXPENDITURES
-$1,175,088 -$1,372,283 -$1,323,643

R-37




Skilled Nursing Facility PPS - Centers for Medicare & Medicaid Services

Page 1 of 2

Suppléhieitéa EOEMGIE\L- # 1

CMS.gov

Centers for Medicare & Medicaid Services

Home > Medicare > Skilled Nursing Facility PPS > Skilled Nursing Facility PPS
Skilled Nursing Facility PPS

CASE MIX PROSPECTIVE PAYMENT FOR SNFs BALANCED BUDGET ACT OF 1997:

Section 4432(a) of the Balanced Budget Act (BBA) of 1997 modified how payment is made for Medicare skilled nursing
facilily (SNF) services. Effective wilh cost reporting periods beginning on or after July 1, 1998, SNFs are no longer paid
on a reasonable cost basis or through low volume prospectively determined rates, but rather on the basis of a
prospective payment system (PPS). The PPS payment rales are adjusted for case mix and geographic variation in
wages and cover all costs of furnishing covered SNF services (routine, ancillary, and capital-related costs).

Implementing instructions relating to coverage and physician cerlification/recertification are forthcoming and are not
included in these sections.

The Balanced Budget Act of 1997 mandates the implementation of a per diem prospeclive payment system (PPS) for
skilled nursing facilities (SNFs) covering all costs (routine, ancillary and capilal) related to the services furnished to
beneficiaries under Parl A of the Medicare program. Major elements of lhe sysiem include:

+ Rates: Federal rales are set using allowable costs from FY 1995 cost reports. The rates also include an estimate
of the cost of services which, prior to July 1, 1998, had been paid under Part B but furnished to SNF residents
during a Part A covered stay. FY 1995 costs are updated to FY 1998 by a SNF market basket minus 1 percentage
point for each of fiscal years 1996, 1997 and 1998. Providers which received new provider exemptions in FY 1995
are excluded from the data base. Routine cost limit exceptions payments are also excluded. The data is aggregated
nationally by urban and rural area to determine standardized federal per diem rates to which case mix and wage
adjustments apply.

+ Case Mix Adjustment: Per diem payments for each admission are case-mix adjusted using a resident
classification system (Resource Utilization Groups IV) based on data from resident assessmenls (MDS 3.0) and
relative weights developed from staff time data. :

+ Geographlc Adjustment: The labor portion of the federal rates is adjusted for geographic variation in wages
using the hospital wage index.

* Annual Updates: Payment rates are increased each Federal fiscal year using a SNF market basket index

+ Transition: A three-year transition that blends a facility-specific payment rate with the federal case mix adjusled
rate is used, The facility-specific rate includes allowable costs (from FY 1995 cost reports) including exceptions
payments. Payments associated with 'new provider' exemptions are included but limited to 150 percent of the
routine cost limit. It also includes an add-on for related Part B costs similar to the federal rate.

+ Effective Date: The PPS sysiem is effective for cost reporling periods beginning on or after July 1, 1998.

+ For furlher information on the prospective payment system and its full legislative hislory, please refer 1o the
document entitled “Skilled Nursing Facility (SNF) Prospective Payment System (PPS) Legislative Hislory," available
via the Downloads list below.,

SKILLED NURSING FACILITY {SNF) CENTER
For a one-stop resource web page focused on the informational needs and interests of Medicare Fee-for-Service {FFS)
skilled nursing facilities go 1o the SNF Center.

Downloads

Nursing & Therapy Minules (Used in Calculating Prefiminary Rates: April 10, 2000 Federal Reaister PPS Update
ZIP, 104KB
Skilled Mursing Facility (SNF) Prospective Payment Svstem (PPS) Leaislative History [PDF. 89KB]_

Related Links

Manuals

MDS 3.0 for Nursing Homes and Swing Bed Providers
Nursing Home Quality Initiative

Skilled Nursing Facility Center

FFS SNFABN and SNF Denial Lelters

Skilled Nursing_Fagllities (SNF PPS) PC Pricer

http://www.cms.gov/Medicare/Medicare-Fee-for-Service-Payment/SNFPPS/index.htm]
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Historically, each rule or update notice issued under the annual Skilled Nursing Facility
(SNF) prospective payment system (PPS) rulemaking cycle included a detailed reiteration of the
various individual legislative provisions that have affected the SNF PPS over the years, a number
of which represented temporary measures that have long since expired. This document now
serves to provide that discussion.

1. Legislative History of the SNF Prospective Payment System (PPS)

A. Current System for Payment of Skilled Nursing Facility Services Under Part A of
the Medicare Program

Section 4432 of the Balanced Budget Act of 1997 (BBA, Pub. L. 105-33, enacted on
August 5, 1997) amended section 1888 of the Act to provide for the implementation of a per
diem PPS for SNFs, covering all costs (routine, ancillary, and capital-related) of covered SNT
services furnished to beneficiaries under Part A of the Medicare program, effective for cost
reporting periods beginning on or after July 1, 1998. Major elements of the SNF PPS include:

e Rates. Asexplained in the May 12, 1998 interim final rule (63 FR 26252, available
online at www.gpo.gov/fdsys/pkg/FR-1998-05-12/pd(/98-12208.pdf), we established per diem
Federal rates for urban and rural areas using allowable costs from FY 1995 cost reports. These
rates also included a “Part B add-on” (an estimate of the cost of those services that, before
July 1, 1998, were paid under Part B, but furnished to Medicare beneficiaries in a SNF during a
Part A covered stay). We adjust the rates annually using a SNF market basket index to reflect
changes in the costs of goods and services used to provide SNF care, and we also adjust the rates
by the hospital inpatient wage index to account for geographic variation in wages. As described
in Section LF, effective FY 2012, we include an annual multifactor productivity adjustment to
ensure that the annual market basket update also accounts for increases in provider productivity.
We also apply a case-mix adjustment to account for the relative resource utilization of different
patient types. Originally, this adjustment involved the 44-group Resource Utilization Groups,
version 3 (RUG-III) case-mix classification system, using information obtained from the
required resident assessments under version 2.0 of the Minimum Data Set (MDS 2.0). Asof FY
2011, this adjustment now utilizes the 66-group version 4 of the RUG model (RUG-IV), as well
as version 3.0 of the MDS (MDS 3.0). Additionally, the payment rates at various times have
also reflected specific legislative provisions for certain temporary adjustments, as discussed in
the following sections of this document.

e Transition. Under sections 1888(e)(1)(A) and (e)(11) of the Act, the SNF PPS
included an initial, three-phase transition that blended a facility-specific rate (reflecting the
individual facility’s historical cost experience) with the Federal case-mix adjusted rate. The
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transition extended through the facility’s first three cost reporting periods under the PPS, up to
and including the one that began in FY 2001. Thus, the SNF PPS is no longer operating under
the transition, as all facilities have been paid at the full Federal rate effective with cost reporting
periods beginning in FY 2002. As we now base payments entirely on the adjusted Federal per
diem rates, the SNF PPS no longer utilizes adjustment factors related to facility-specific rates.

e Coverage. The establishment of the SNF PPS did not change Medicare's fundamental
requirements for SNF coverage. However, because the case-mix classification is based, in part,
on the beneficiary’s need for skilled nursing care and therapy, we have attempted, where
possible, to coordinate claims review procedures with the existing resident assessment process
and case-mix classification system. This approach includes an administrative presumption under
which a beneficiary’s initial classification to one of the designated upper RUGs serves to assist
in making certain SNF level of care determinations. In the July 30, 1999 final rule
(64 FR 41670, available online at www.gpo.gov/fdsys/pkg/FR-1 999-07-30/pdt799-19478.pdf),
we indicated that we would announce any changes to the guidelines for Medicare level of caie
determinations related to modifications in the case-mix classification structure.

o Consolidated Billing. The SNF PPS includes a consolidated billing provision that
requires a SNF to submit consolidated Medicare bills to its fiscal intermediary or Medicare
Administrative Contractor for almost all of the services that its residents reccive during the
course of a covered Part A stay. In addition, this provision places with the SNF the Medicare
billing responsibility for physical therapy, occupational therapy, and speech-language pathology
services that the resident receives during a non-covered stay. The statute excludes a small list of
services from the consolidated billing provision (primarily those of physicians and certain other
types of practitioners), which remain separately billable under Part B when furnished to a SNF’s
Part A resident. A more detailed discussion of this provision appears in Section II of this
document and on the CMS website at www.cms.gov/Medicare/Medicare-Fee-for-Service-
Payment/SNFPPS/ConsolidatedBilling.htm].

o Payment for SNF-Level Swing-Bed Services. Section 1883 of the Act permits certain
small, rural hospitals to enter into a Medicare swing-bed agreement, under which the hospital can
use its beds to provide either acute or SNF care, as needed. For critical access hospitals (CAHs),
Part A pays on a reasonable cost basis for SNF services furnished under a swing-bed agreement.
However, in accordance with section 1888(e)(7) of the Act, these services furnished by non-
CAH rural hospitals are paid under the SNF PPS, effective with cost reporting periods beginning
on or after July 1, 2002,

e Availability of Wage Index Values. For a number of years, the Wage Index for Urban
Areas Based on CBSA Labor Market Areas and the Wage Index Based on CBSA Labor Market
Areas for Rural Areas were published in the Federal Register as Tables A and B, respectively,
in an Addendum to the annual SNF PPS rulemaking (that is, the SNF PPS proposed and final
rules or, when applicable, the current update notice). However, as of FY 2012, a number of
other Medicare payment systems adopted an approach in which such tables were no longer
published in the Federal Register in this manner, and instead have been made available
exclusively through the Internet; see, for example, the FY 2012 Hospital Inpatient PPS (IPPS)
final rule (76 FR 51476, August 18, 2011, available online at www.gpo.gov/fdsys/pke/FR-2011-
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08-18/pdf/2011-19719.pdf). To be consistent with these other Medicare payment systems and
streamline the published content to focus on policy discussion, we have adopted a similar
approach for the SNF PPS as well. Under this approach, effective October 1, 2013, the
individual wage index values formerly displayed as Tables A and B in the annual SNF PPS
rulemaking are instead made available exclusively through the Internet on CMS’s SNE PPS
website at www.cms.gov/Medicare/Medicare-Fee-for-Service-
Payment/SNFPPS/Wagelndex.html. Consistent with the provisions of section 1888(e)(4)(H)(iii)
of the Act, we continue to publish in the Federal Register the specific “factors to be applied in
making the area wage adjustment” (for example, the SNF prospective payment system’s
methodological use of the hospital wage index exclusive of its occupational mix adjustment) as
part of our annual SNF PPS rulemaking process, but that document will no longer include a
listing of the individual wage index values themselves, which instead are made available
exclusively through the Internet on the CMS website.

B. Requirements of the Balanced Budget Act of 1997 (BBA) for Updating the
Prospective Payment System for Skilled Nursing Facilities

As added by section 4432(a) of the BBA, section 1888(e)(4)(H) of the Act requires that
we provide for publication annually in the Federal Register:

1. The unadjusted Federal per diem rates to be applied to days of covered SNF services
furnished during the upcoming FY.

2. The case-mix classification system to be applied with respect to these services during
the upcoming FY.

3. The factors to be applied in making the area wage adjustment with respect to these
services.

C. The Medicare, Medicaid, and SCHIP Balanced Budget Refinement Act of 1999
(BBRA)

There were several provisions in the BBRA (Pub. L. 106-113, Appendix F, enacted on
November 29, 1999) that resulted in adjustments to the SNF PPS. We described these provisions
in detail in the FY 2001 SNF PPS final rule (65 FR 46770, July 31, 2000, available online at
www.gpo.gov/fdsys/pke/FR-2000-07-31/pdf/00-19004.pdf). In particular, section 101(a) of the
BBRA provided for a temporary 20 percent increase in the per diem adjusted payment rates for
15 specified groups in the original, 44-group RUG-IIT case-mix classification system. In
accordance with section 101(c)(2) of the BBRA, this temporary payment adjustment expired on
January 1, 2006, upon the implementation of a refined, 53-group version of the RUG-III system,
RUG-53. We included further information on BBRA provisions that affected the SNF PPS in
Program Memoranda A-99-53 and A-99-61 (December 1999).

Also, section 103 of the BBRA designated certain additional services for exclusion from
the consolidated billing requirement, as discussed in Section 1I of this document. Further, for
swing-bed hospitals with more than 49 (but less than 100) beds, section 408 of the BBRA
provided for the repeal of certain statutory restrictions on length of stay and aggregate payment
for patient days, effective with the end of the SNF PPS transition period described in section
1888(e)(2)(E) of the Act. Inthe FY 2002 final rule (66 FR 39562, July 31, 2001, available
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online at www.gpo.gov/fdsys/pkg/FR-2001-07-31/pdf/01-1 8869.pdf), we made conforming
changes to the regulations at §413.114(d), effective for services furnished in cost reporting
periods beginning on or after July 1, 2002, to reflect section 408 of the BBRA.

B. The Medicare, Medicaid, and SCHIP Benefits Improvement and Protection Act of
2000 (BIPA)

The BIPA (Pub. L. 106-554, Appendix F, enacted December 21, 2000) also included
several provisions that resulted in adjustments to the SNF PPS. We described these provisions in
detail in the F'Y 2002 final rule (66 FR 39562, July 31, 2001, available online at
www.gpo.gov/fdsys/pke/FR-2001-07-31/pdf/01-18869.pdf)). In particular:

o Section 203 of the BIPA exempted CAH swing beds from the SNF PPS. We included
further information on this provision in Program Memorandum A-01-09 (Change Request
#1509), issued January 16, 2001, which is available online at
www.cms.gov/transmittals/downloads/a0109.pdf.

® Section 311 of the BIPA revised the statutory update formula for the SNF market
basket, and also directed us to conduct a study of alternative case-mix classification systems for
the SNF PPS. In 2006, we submitted a report to the Congress on this study, which is available
online at www.cms.gov/SNFPPS/Downloads/RC_2006_PC-PPSSNF.pdf.

e Section 312 of the BIPA provided for a temporary increase of 16.66 percent in the
nursing component of the case-mix adjusted Federal rate for services furnished on or after
April 1, 2001, and before October 1, 2002; accordingly, this add-on is no longer in effect. This
section also directed the Government Accountability Office (GAO) to conduct an audit of SNF
nursing staff ratios and submit a report to the Congress on whether the temporary increase in the
nursing component should be continued. The report (GAO-03-176), which GAO issued in
November 2002, is available online at www.gao.gov/new.items/d03176.pdf.

o Section 313 of the BIPA repealed the consolidated billing requirement for services
(other than physical therapy, occupational therapy, and speech-language pathology services)
furnished to SNF residents during non-covered stays, effective J anuary 1, 2001. (A more
detailed discussion of this provision appears in Section I of this document.)

® Section 314 of the BIPA corrected an anomaly involving three of the RUGs that
section 101(a) of the BBRA had designated to receive the temporary payment adjustment
discussed above in section I.C. of this document. (As noted previously, in accordance with
section 101(c)(2) of the BBRA, this temporary payment adjustment expired upon the
implementation of case-mix refinements on January 1, 2006.)

® Section 315 of the BIPA authorized us to establish a geographic reclassification
procedure that is specific to SNFs, but only after collecting the data necessary to establish a SNF
wage index that is based on wage data from nursing homes. To date, this has proven to be
unfeasible due to the volatility of existing SNF wage data and the significant amount of
resources that would be required to improve the quality of that data.
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We included further information on several of the BIPA provisions in Program
Memorandum A-01-08 (Change Request #1510), issued January 16, 2001, which is available
online at www.cms.gov/transmittals/downloads/a0108.pdf,

E. The Medicare Prescription Drug, Improvement, and Modernization Act of 2003
(MMA)

The MMA (Pub. L. 108-173, enacted on December 8, 2003) included a provision that
resulted in a further adjustment to the SNF PPS. Specifically, section 511 of the MMA amended
section 1888(e)(12) of the Act, to provide for a temporary increase of 128 percent in the PPS per
diem payment for any SNF residents with Acquired Immune Deficiency Syndrome (AIDS),
effective with services furnished on or after October 1, 2004. This special AIDS add-on was to
remain in effect until . . . the Secretary certifies that there is an appropriate adjustment in the
case mix . . . to compensate for the increased costs associated with [such] residents . ...” The
AIDS add-on is also discussed in Program Transmittal #160 (Change Request #3291), issued on
April 30, 2004, which is available online at www.cms.gov/transmittals/downloads/r160cp.pdf.
In the FY 2010 SNF PPS final rule (74 FR 40288, August 11, 2009, available online at
www.gpo.gov/fdsys/pke/FR-2009-08-11/pdf/E9-18662.pdf), we did not address the certification
of the AIDS add-on in that final rule’s implementation of the case-mix refinements for RUG-1V,
thus allowing the temporary add-on payment created by section 511 of the MMA to remain in
effect.

Implementation of this provision results in a significant increase in payment, but only for
the limited number of SNF residents that actually qualify for the AIDS add-on. For example,
using FY 2011 data, we identified less than 4,100 SNF residents with a diagnosis of Human
Immunodeficiency Virus (HIV) Infection.

In addition, section 410 of the MMA contained a provision that excluded from
consolidated billing certain services furnished to SNF residents by rural health clinics (RHCs)
and Federally Qualified Health Centers (FQHCs). (Further information on this provision appears
in section II of this document.)

F. The Affordable Care Act

On March 23, 2010, the Patient Protection and Affordable Care Act, Pub. L. 111-148,
was enacted. Then, the Health Care and Education Reconciliation Act of 2010 (Pub. L. 111-152,
enacted on March 30, 2010) amended certain provisions of Pub. L. 111-148 and certain sections
of the statute and, in certain instances, included “freestanding” provisions (Pub. L. 111-148 and
Pub. L. 111-152 are collectively referred to here as the “Affordable Care Act”).

Effective FY 2012, section 3401(b) of the Affordable Care Act requires that the market
basket percentage under the SNF payment system as described in section 1888(e)(5)(B)(i) of the
Social Security Act (the Act) is to be reduced annually by the productivity adjustment described
in section 1886(b)(3)(B)(xi)(Il) of the Act. As explained in the Senate Finance Committee report
that accompanied S.1796 (“America’s Healthy Future Act of 2009,” the Senate’s initial version
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of the health care reform legislation that ultimately was enacted in Pub. L. 111-148), the purpose
of this type of productivity adjustment is to help ensure that the market basket update, in
accounting for changes in the costs of goods and services used to provide patient care, also
reflects . . . increases in provider productivity that could reduce the actual cost of providing
services (such as through new technology, fewer inputs, etc.)” (S. Rep. No. 111-89 at 261).
Specifically, section 3401(a) of the Affordable Care Act amends section 1886(b)(3)(B) of the
Act to add clause (xi)(II), which sets forth the definition of this productivity adjustment. The
statute defines the productivity adjustment to be equal to the 10-year moving average of changes
in annual economy-wide private nonfarm business multi-factor productivity (MFP) (as projected
by the Secretary for the 10-year period ending with the applicable fiscal year, year, cost reporting
period, or other annual period) (the “MFP adjustment™). The Bureau of Labor Statistics (BLS) is
the agency that publishes the official measure of private nonfarm business MFP. Please see
www.bls.gov/mfp to obtain the BLS historical published MFP data.

~ Section 10325 of the Affordable Care Act included an additional provision involving the
SNF PPS. That provision postponed the implementation of the RUG-IV case-mix classification
system published in the F'Y 2010 SNF PPS final rule (74 FR 40288, August 11, 2009, available
online at www.gpo.gov/fdsys/pke/FR-2009-08-11/pdf/E9-18662.pdf), requiring that the
Secretary not implement the RUG-IV case-mix classification system before October 1, 2011.
Notwithstanding this postponement of overall RUG-IV implementation, section 10325 of the
Affordable Care Act further specified that the Secretary implement, effective October 1 2010,
the changes related to concurrent therapy and the look-back period that were finalized as
components of RUG-1V (see 74 FR 40315-19, 40322-24, August 11, 2009). As we noted in the
FY 2011 SNF PPS notice with comment period (75 FR 42889, July 22, 2010, available online at
www.gpo.gov/fdsys/pke/FR-2010-07-22/pdf/2010-17628.pdf), implementing the particular
combination of RUG-1II and RUG-IV features specified in section 10325 of the Affordable Care
Act would require developing a revised grouper, something that could not be accomplished by
that provision’s effective date (October 1, 2010) without risking serious disruption to providers,
suppliers, and State agencies. Accordingly, in the FY 2011 notice with comment period, we
announced our intention to proceed on an interim basis with implementation of the full RUG-1V
case-mix classification system as of October 1, 2010, followed by a retroactive claims
adjustment, using a hybrid RUG-III (HR-I1I) system reflecting the Affordable Care Act
configuration, once we had developed a revised grouper that could accommodate it.

However, section 202 of the Medicare and Medicaid Extenders Act of 2010 (Pub. L. 111-
309, enacted on December 15, 2010) subsequently repealed section 10325 of the Affordable
Care Act. We have, therefore, left in place permanently the implementation of the full RUG-IV
system as of FY 2011, as finalized in the FY 2010 SNF PPS final rule (74 FR 40288, August 11,
2009, available online at www.gpo.gov/fdsys/pkg/FR-2009-08-11/pdf/E9-18662.pdf). In
addition, we note that implementation of version 3.0 of the Minimum Data Set (MDS 3.0)
proceeded as originally scheduled, with an effective date of October 1, 2010. The MDS 3.0 RAI
Manual and MDS 3.0 Item Set are published on the MDS 3.0 Training Materials Web site, at
www.cms.gov/Medicare/Quality-Initiatives-Patient-Assessment-
Instruments/NursingHomeQualitylnits/MDS30RA IManual.html. Accordingly, as discussed
above, effective October 1, 2010, we implemented and began paying claims under the RUG-IV
system that was finalized in the F'Y 2010 SNF PPS final rule.
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We note that a parity adjustment was applied to the RUG-53 nursing case-mix weights
when the RUG-IIT system was initially refined in 2006, in order to ensure that the
implementation of the refinements would not cause any change in overall payment levels (70 FR
45031, August 4, 2005, available online at www.gpo.gov/fdsys/pke/FR-2005-08-04/pdf/05-
15221 .pdf). Similarly, a parity adjustment was applied to the RUG-IV nursing case-mix weights
for FY 2011 when the new classification system was implemented. A detailed discussion of the
parity adjustment in the specific context of the RUG-IV payment rates appears in the FY 2010
SNF PPS proposed rule (74 FR 22236-38, May 12, 2009, available online at
www.gpo.gov/fdsys/pkg/FR-2009-05-12/pdf/E9-10461.pdf) and final rule (74 FR 40338-40339,
August 11, 2009, available online at www.gpo.gov/{dsys/pkg/FR-2009-08-11/pd{/E9-
18662.pdf), and in the F'Y 2011 notice with comment period (75 FR 42892-42893, July 22, 2010,
available online at www.gpo.gov/fdsys/pkg/FR-2010-07-22/pdf/2010-17628.pdf).

For FY 2012, the RUG-IV parity adjustment was recalibrated in order to restore the
intended parity in overall payments between the RUG-IV and RUG-53 case mix classification
systems, as discussed in the FY 2012 SNF PPS proposed rule (76 FR 26370-26373, May 6,
2011, available online at www.gpo.gov/fdsys/pke/FR-2011-05-06/pdf/2011-10555.pdf) and final
rule (76 FR 48492-48500, 48537-48538 August 8, 2011, available online at
www.gpo.gov/fdsys/pkg/FR-2011-08-08/pdf/2011-19544.pdf).

I1. Legislative History of SNF Consolidated Billing

Section 4432(b) of the BBA established a consolidated billing requirement that places
with the SNF the Medicare billing responsibility for virtually all of the services that the SNF’s
residents receive, except for a small number of services that the statute specifically identifies as
being excluded from this provision. As noted previously in Section I of this document,
subsequent legislation enacted a number of modifications in the consolidated billing provision.

Specifically, section 103 of the BBRA amended this provision by further excluding a
number of individual “high-cost, low probability” services, identified by Healthcare Common
Procedure Coding System (HCPCS) codes, within several broader categories (chemotherapy
items, chemotherapy administration services, radioisotope services, and customized prosthetic
devices) that otherwise remained subject to the provision. We discuss this BBRA amendment in
greater detail in the FY 2001 proposed and final rules (65 FR 19231 through 19232, April 10,
2000, available online at www.gpo.gov/fdsys/pkg/FR-2000-04-10/pdf/00-8481.pdf, and 65 FR
46790 through 46795, July 31, 2000, available online at www.gpo.gov/fdsys/pkg/FR-2000-07-
31/pdf/00-19004.pdf), as well as in Program Memorandum AB-00-18 (Change Request #1070),
issued March 2000, which is available online at
www.cms.gov/transmittals/downloads/ab001860.pdf.

Section 313 of the BIPA further amended this provision by repealing its Part B aspect;
that is, its applicability to services furnished to a resident during a SNF stay that Medicare Part A
does not cover. (However, physical therapy, occupational therapy, and speech-language
pathology services remain subject to consolidated billing, regardless of whether the resident who
receives these services is in a covered Part A stay.) We discuss this BIPA amendment in greater
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detail in the FY 2002 proposed and final rules (66 FR 24020 through 24021, May 10, 2001,
available online at www.gpo.gov/fdsys/pkg/FR-2001-05-10/pdf/01-11560.pdf, and 66 FR 39587
through 39588, July 31, 2001, available online at www.gpo.gov/fdsys/pkg/FR-2001-07-
31/pdf/01-18869.pdi).

In addition, section 410 of the MMA amended this provision by excluding certain
practitioner and other services furnished to SNF residents by RHCs and FQHCs. We discuss this
MMA amendment in greater detail in the FY 2005 update notice (69 FR 45818 through 45819,
July 30, 2004, available online at www.gpo.gov/fdsys/pla/FR-2004-07-30/pdf/04-17443.pdf), as
well as in Medicare Learning Network (MLN) Matters article #MM3575, which is available
online at www.cms.gov/MLNMattersArticles/downloads/MM3575.pdf.

Further, while not substantively revising the consolidated billing requirement itself, a
related provision was enacted in the Medicare Improvements for Patients and Providers Act of
2008 (MIPPA, Pub. L. 110-275). Specifically, section 149 of MIPPA amended =~ '
section 1834(m)(4)(C)(ii) of the Act to add subclause (VII), which adds SNFs (as defined in
section 1819(a) of the Act) to the list of entities that can serve as a telehealth “originating site”
(that is, the location at which an eligible individual can receive, through a telecommunications
system, services of a physician or other practitioner who is located elsewhere at a “distant site”).

As explained in the Medicare Physician Fee Schedule (PFS) final rule for calendar year
(CY) 2009 (73 FR 69726, 69879, November 19, 2008, available online at
www.gpo.gov/fdsys/pke/FR-2008-11-19/pdf/E8-26213.pd[), a telehealth originating site receives
a facility fee which is always separately payable under Part B outside of any other payment
methodology. Section 149(b) of MIPPA amended section 1888(e)(2)(A)(ii) of the Act to
exclude telehealth services furnished under section 1834(m)(4)(C)(ii)(VII) of the Act from the
definition of “covered skilled nursing facility services” that are paid under the SNF PPS. Thus, a
SNF “. .. can receive separate payment for a telehealth originating site facility fee even in those
instances where it also receives a bundled per diem payment under the SNF PPS for a resident’s
covered Part A stay” (73 FR 69881). By contrast, under section 1834(m)(2)(A) of the Act, a
telehealth distant site service is payable under Part B to an eligible physician or practitioner only
to the same extent that it would have been so payable if furnished without the use of a
telecommunications system. Thus, as explained in the CY 2009 Physician Fee Schedule final
rule (73 FR 69726, 69880), eligible distant site physicians or practitioners can receive payment
for a telehealth service that they furnish

... only if the service is separately payable under the PFS when furnished in a face-to-
face encounter at that location. For example, we pay distant site physicians or
practitioners for furnishing services via telehealth only if such services are not included
in a bundled payment to the facility that serves as the originating site.

This means that in those situations where a SNF serves as the telehealth originating site, the
distant site professional services would be separately payable under Part B only to the extent that
they are not already included in the SNF PPS bundled per diem payment and subject to
consolidated billing. Thus, for a type of practitioner whose services are not otherwise excluded
from consolidated billing when furnished during a face-to-face encounter, the use of a telehealth
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distant site would not serve to unbundle those services. In fact, consolidated billing does exclude
the professional services of physicians, along with those of most of the other types of telehealth
practitioners that the law specifies at section 1842(b)(18)(C) of the Act; that is, physician
assistants, nurse practitioners, clinical nurse specialists, certified registered nurse anesthetists,
certified nurse midwives, and clinical psychologists (see section 1888(e)(2)(A)(ii) of the Act and
42 CFR 411.15(p)(2)). However, the services of clinical social workers, registered dietitians and
nutrition professionals remain subject to consolidated billing when furnished to a SNF’s Part A
resident and, thus, cannot qualify for separate Part B payment as telehealth distant site services in
this situation. Additional information on this provision appears in MLN Matters article
#MMG6215, which is available online at www,.cms.gov/Outreach-and-Education/Medicare-
Learning-Network-MLN/MIL.NMaltersArticles/downloads/MM6215.pdl.

To date, the Congress has enacted no further legislation affecting the SNF PPS or the
consolidated billing provision.
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Nursing and Therapy Minutes Used in Calculating Preliminary 1:30pm
Rates:

April 10, 2000 Federal Register PPS Update

(65 FR 19188)

We have received comments that the chart shown below was not easily readable in the Federal register. A clear
copy of the chart is provided here for your use.

Table 3 -- Mean Resident and Non-Resident Specific Minutes for Nursing and Therapy Disciplines by RUG-I11+ Group

LPN LPN Non-Resident RN RN Non-  |Total Nurse Aide |Nurse Aide
Resident Resident |Resident Nurse Aide [Resident Non-
Specific Specific Specific Resident

RUG-III [RUG-III |Number of |Total Minutes/ |Specific Total RN [Minutes/ [Specific Minutes/ [Minutes/Da |Specific

Group** |Group Residents |LPN Day Min/Day*** |Minutes/ (Day Min/Day*** | Day y Minutes/Da

Name Minutes/ Day ot
Day

1 RUC+SE |9 84.89 61.44 23.44 160.67| 106.67|54.00 200.67 111.67 89.00

2 RUB+SE |20 56.55 37.85 18.70 132.85 82.55(50.30 134.30 79.45 54.85

3 RUA+SE |1 112.00  {90.00 22.00 29.00 21.00{8.00 140.00 84.00 56.00

4 RVC+SE |7 56.29 35.00 21.29 83.43 47.14/36.29 176.43 107.14 69.29

5 RVB+SE (17 40.41 20.88 19.53 156.47 95.18|61.30 129.35 74.24 55.12

6 RVA+SE |7 73.14 55.71 17.43 131.43 83.71/47.72 151.29 85.43 65.86

7 RHC+SE |26 48.69 26.31 22.38 130.42 82.04|48.39 155.39 93.81 61.58

8 RHB+SE |16 69.00 49.56 19.44 117.25 65.38(51.88 127.00 75.63 51.38

Ok RHA+SE

10 RMCHSE |45 91.36 62.76 28.60 162.00f  103.24(58.76 195.76 126.51 69.25

11 RMB+SE 31 62.68 39.06 23.61 166.61 97.16/69.45 147.07 85.03 62.03

12* RMA+SE

13 RLB+SE |5 59.00 31.60 27.40 119.60 51.20(68.40 169.80 110.40 59.40

14 RLA+SE |3 48.67 0.00 48.67 112.33 41.00(71.33 70.67 22.67 48.00

15 RUC 36 46.03 29.44 16.58 100.75 56.89|43.86 174.86 108.39 66.47

16 RUB 192 34.94 21.33 13.61 84.12 46.07(38.05 123.13 73.78 49.35

17 RUA 81 39.49 22.60 16.89 64.98 36.77|28.21 97.91 54.10 43.82

18 RVC 29 50.21 29.34 20.86 93.31 53.52|39.79 163.59 102.55 61.03
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19 RVB  |105 4254 [2696  [15.58 85.90|  46.53(39.36 13837 |sdPecember 17, 2013
+30pm

20 RVA (80 2653|1526 |11.26 72.04|  37.78|34.26 10349 [52.78 5071

21 RHC |54 4504 2824 |16.80 94.85|  52.89[41.96 16648 10370 |62.78

22 RHB |94 3480|2133 [13.47 100.85|  57.97]42.88 13040 [73.39 57.01

23 RHA |41 2751 1678 |10.73 89.76|  49.68(40.07 10259 |51.17 51.41

24 RMC |74 4935 (3093 1842 78.01  46.20[31.81 17216 10778 |64.38

25 RMB  [179 38.05  [22.82  |15.22 88.69|  47.98[40.71 14023 |78.54 61.69

26 RMC |74 3441 (1992|1449 94.15|  54.23]39.92 11654 |59.65 56.89

o RLB |21 4652 2414|2238 69.38|  37.76|31.62 19633 |122.67  |73.67

28 RLA |56 33.02  [1866  [14.36 60.88|  29.36/31.52 12429 |71.11 53.18

29 SE3 70 10133 [7047  [30.86 143.56|  91.31{52.24 19350 [124.09  [69.41

30 SE2 233 86.06 (5697  [29.09 108.52]  67.31]41.21 16354 [105.15  |58.40

31 SEI 19 5768|3379 |23.89 80.79|  48.05(32.74 19179 [128.68  |[63.11

N =3,791

Data Source: Staff-Time Measurement

Studies, 1995 and 1997

NOTES:

*None of the residents in our Staff Time sample qualified for
RUG-IIT+ groups 9 or 12

**Mean minutes for nursing and therapy disciplines were only calculated for the first thirty-
one (31) RUG-1IT+ groups

=EEADbt staff time data did not include data for non-resident specific time only. Mean non-resident specific was calculated by subtracting resident

specific mean minutes from total mean minutes for each applicable discipline.
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Table 3 -- Mean Resident and Non-Resident Specific Minutes for Nursing and Therapy Dlsa1plmes by RUG-1I1+ Group
(cont'd)
PT Resident |PT Asst OT Resident [OT Asst ST Resident  [ST Asst
Specific Resident Specific Resident Specific Resident
Specific Specific Specific
RUG-III  [RUG-III  [Number of |Minutes/Day |Minutes/Day | [Minutes/Day |Minutes/Day| |Minutes/Day |Minutes/Day
Group®*  |Group Residents
Name
1 RUC+SE |9 11.78 19.78 7.89 13.22 22.67 8.89
2 RUB+SE |20 27.60 18.85 28.55 14.70 28.90 11.55
3 RUA+SE |1 35.00 9.00 0.00 0.00 2.00 0.00
4 RVC+SE |7 20.57 3.57 9.00 1.43 6.86 12.71-
5 RVB+SE |17 14.59 13.94 13.18 1.41 3.00 12.76
6 RVA+SE |7 12.14 10.29 14.86 0.14 6.57 10.43
7 RHCHSE |26 13.77 5.85 7.92 1.38 4.81 9.96
8 RHB+SE |16 17.69 10.81 9.19 5.88 3.75 10.13
9* RHA+SE
10 RMCHSE (45 8.16 4.22 5.84 1.80 6.47 11.62
11 RMB+SE |31 15.71 6.32 9.55 5.35 4.03 15.35
12% RMA+SE
13 RLB+SE |5 5.80 1.00 0.00 0.00 4.00 13.60
14 RLA+SE |3 26.67 20.67 20.33 2.33 2.33 41.00
15 RUC 36 19.81 19.33 21.22 9.78 17.89 21.50
16 RUB 192 27.89 16.36 22.98 12.31 12.89 13.49
17 RUA 81 22.SQ 16.85 20.12 11.80 12.85 10.75
18 RVC 29 11.10 8.10 10.07 5.83 14.76 15.79
19 RVB 105 18.78 10.82 13.88 5.49 5.08 11.69
20 RVA 80 16.46 14.19 13.03 4.95 3.05 5.85
21 RHC 54 14.52 8.72 8.46 5.87 4.31 8.22
22 RHB 94 15.30 12.43 12.72 6.36 2.27 5.74
23 RHA 41 16.17 13.44 10.12 4.22 2.41 5.98
24 RMC 74 13.45 0.65 9.31 4.82 10.28 6.38
25 RMB 179 13.45 9.36 10.25 4.94 2.74 7.14

:30pm
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26 RMC 74 14.72 8.45 12.58 2.78 3.53 Degember 17, 2013
:30pm

27 RLB 21 5.38 3.81 1.81 0.62 0.62 5.19

28 RLA 56 11.91 5.95 11.18 479 4.07 9.48

29 SE3 70 2.19 0.43 1.51 0.17 0.49 3.14

30 SE2 233 1.39 0.27 1.23 0.41 0.67 2.65

3] SE1 19 0.00 0.00 0.00 0.00 0.05 0.00

N =3,791

Data Source

: Staff-Time Measurement Studies, 1995 and 1997

NOTES:

*None of the residents in our Staff Time sample qualified for RUG-III+ groups 9 or 12

**Mean minutes for nursing and therapy disciplines were only calculated for the first thirty-one (31) RUG-III+ groups

*#*Abt staff time data did not include data for non-resident specific time only. Mean non-resident specific was calculated by
subtracting resident specific mean minutes from total mean minutes for each applicable discipline.
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Table 3- Resident & Specific and Non Resident-Specific Minutes for Nursing and Therapy Disciples by RUG 111
Group (cont'd)

Weighted  |Weighted |Weighted |Weighted [Weighted |Weighted [Weighted

Non- Non- Non- Non- Non- Non- Non-

Resident  [Resident  |Resident Resident [Resident |Resident |Resident
RUG-II1 Group [Numberof [Specific Specific PT|Specific PT |Specific  |Specific |Specific  |Specific
Name Residents  |LPN Time |Time Asst, Time [OT Time |[OT Asst. |ST Time |[Ther. Aide

Time Time

RUC+SE 9 4.57 2.14121 2.8075 1.52039] 1.65717| 3.76344 0.68296
RUB+SE 20 3.65 5.06932 2.6073 5.41565| 1.85928| 4.77175 0.90906
RUA+SE I 4.29 6.25951 1.22666] 0 0] 0.32508 0
RVC+SE 7 4.15 3.72065 0.54772 1.69803| 0.17811| 1.15237 0.98008
RVB+SE 17 3.81 2.69068 1.97541] 2.46746] 0.19805| 0.49241 0.99912
RVA+SE 7 3.40 2.28684 1.4019] 2.76747) 0.01781| 1.07976 0.83577
RHC+SE 26 4.37 2.51507 0.85654] 1.52393| 0.17263| 0.83077 0.76164
RHB+SE 16 3.79 3.26966 1.50143| 1.76081] 0.74809] 0.65787 0.76019
RHA+SE
RMC+SE 45 5.58 1.55113 0.6225| 1.11852| 0.23378| 1.07553 0.91065
RMB+SE 31 4.60 2.8493 0.89037|  1.8027| 0.71144] 0.65804 1.20587
RMA+SE
RLB+SE 5 5.34 1.04177 0.1363 0 0] 0.65017 1.03649
RLA+SE 3 9.49 4.79901 2.87366| 3.74693| 0.29091| 0.37926 3.09024
RUC 36 8123 3.79154 2.78628|  4.1998| 1.30926] 3.03377 1.73408
RUB 192 2.65 5.08089 2.29255| 4.33363| 1.57793] 2.19014 1.03415
RUA 81 3.29 4.18506 2.38996| 3.88032| 1.52584| 2.22315 0.82982
RVC 29 4.07 2.09234 1.17567| 1.98356| 0.75402| 2.61787 1.25037
RVB 105 3.04 3.54184 1.54107| 2.66845] 0.70609| 0.86851 0.91008
RVA 80 2.20 3.02147 1.97615]  2.4746| 0.63061] 0.52756 0.46543
RHC 54 3.28 2.71183 1.2833| 1.69583| 0.76543] 0.74958 0.66998
RIB 94 2.63 2.85576 1.74819] 2.42635 0.83833| 0.39105 0.45549
RHA 41 2.09 3.04988 1.88163| 1.92488| 0.53521| 0.39844 0.46605
RMC 74 3.59 2.52304 0.96061| 1.79994] 0.62954| 1.78322 0.49977

1:30pm
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RMB 179 2.97 249872]  1.33098| 1.95392 0.63334| 0.47235] D@GeImy
RMC 74 2.82 273055 120119 2.40818 0.35889 0.63215 0.5732
RLB 21 4.36 103593 0.51922] 0.35872| 0.07718| 0.11128]  0.40484
RLA 56 2.80 217134  0.82053| 2.08012| 0.5975| 0.66214]  0.71882
SE3 70 6.02 0.39378|  0.05841| 0.27905 0.02137| 0.07895|  0.24423
SE2 233 5.67 0.26138]  0.03927 0.23609 0.05579| 0.11241]  0.21138
SE1 19 4.66 0 0 0 0| 0.00855 0
N =3,791

Data Source: Staff-Time Measurement Studies,

1995 and 1997

NOTES:"

*None of the residents in our Staff Time sample qualified for RUG-III+ groups 9 or 12

**Mean minutes for nursing and therapy disciplines were only calculated for the first thirty-one (31) RUG-III+ groups

***Abt staff time data did not include data for non-resident specific time only. Mean non-resident specific was calculated
by subtracting resident specific mean minutes from total mean minutes for each applicable discipline.

er 17, 2013
1:30pm
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KPMG LLP

Suite 900

50 North Front Street
Memphis, TN 38103-1194

Independent Auditors’ Report

The Board of Directors
Shelby County Health Care Corporation:

Report on the Financial Statements

- We have audited the accompanying statements_of net position and statements of revenues, expenses; and
changes in net position and cash flows of Shelby County Health Care Corporation, a component unit of
Shelby County, Tennessee (d/b/a The Regional Medical Center at Memphis — The Med) as of and for the
years ended June 30, 2013 and 2012, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with U.S. generally accepted accounting principles; this includes the design, implementation,
and maintenance of internal control relevant to the preparation and fair presentation of financial statements
that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors’ judgment, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by management,
as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective net position of Shelby County Health Care Corporation as of June 30, 2013 and 2012, and the
respective changes in net position and cash flows for the years then ended, in accordance with
U.S. generally accepted accounting principles.

KPMG LLP is a Delaware limiled liability parinership,
the U.S. member fimn of KPMG Intemational Cooperalive
("KPMG Intemalional®), a Swiss entity.
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Other Matters

Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively
comprise The Med’s basic financial statements. The supplementary information included in Schedule 1, 2,
and 3 is presented for the purpose of additional analysis and is not a required part of the basic financial
statements. Such information is the responsibility of management and were derived from and relate directly
to the underlying accounting and other records used to prepare the basic financial statements. The
information, except for the portion marked “unaudited,” on which we express no opinion, has been
subjected to the auditing procedures applied in the audit of the basic financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the basic financial statements or to the basic financial
statements themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In our opinion, the information is fairly stated in all material
respects in relation to the basic financial statements as a whole.

Management has omitted management’s discussion and analysis that accounting principles generally
accepted in the United States of America require to be presented to supplement the basic financial
statements. Such missing information, although not a part of the basic financial statements, is required by
the Governmental Accounting Standards Board who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or historical
context. Our opinjon on the basic financial statements is not affected by this missing information.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 18,
2013 on our consideration of The Med’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements, and other matters.
The purpose of that report is to describe the scope of our testing of internal control over financial reporting
and compliance and the results of that testing, and not to provide an opinion on internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards in considering The Med’s internal control over financial reporting
and compliance.

KPies LP

Memphis, Tennessee
October 18, 2013
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SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Statements of Net Position
June 30, 2013 and 2012

Assets 2013 2012
Assets:
Cash and cash equivalents 3 15,471,067 18,647,650
Investments 121,197,478 122,945,621
Patient accounts receivable, net of allowances for uncollectible
accounts of $102,548,000 in 2013 and $119,208,000 in 2012 45,906,287 50,147,138
Other receivables 9,870,264 8,543,744
Other current assets 4,974,546 4,306,744
Restricted investments. . 3,720,087 3,323,723
Capital assets, net 87,769,941 63,111,622
Total assets $ 288,909,670 271,026,242
Liabilities and Net Position
Liabilities:
Accounts payable $ 12,042,438 9,658,526
Accrued expenses and other current liabilities 27,518,945 27,159,845
Accrued professional and general liability costs 5,200,000 6,018,000
Net postemployment benefit obligation 912.000 912,000
Total liabilities 45,673,383 43,748,371
Net position:
Net investment in capital assets 87,769,941 63,111,622
Restricted for:
Capital assets 2,897,689 2,572,798
Indigent care 822,398 750,925
Unrestricted 151,746,259 160,842,526
Total net position 243,236,287 227,277,871
Commitments and contingencies
Total liabilities and net position $ 288,909,670 271,026,242

See accompanying notes to basic financial statements.
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Regional Medical Center at Memphis

October §, 2009

@ Celia Skelley, MSN, R.N.

State of Tennessee

Department of Health

West Tennessee Health Care Facilities

2975 Hwy 45, Bypass #C

Jackson, Tennessee 38305

Dear Ms. Skelley:

Attached you will find The Regional Medical Center at Memphis® response to the
licensure survey conducted September 22 — 24, 2009. All deficiencies have been
addressed with completion dates no later than 45 days from the dates of survey.
Please feel [ree to contact us if you should need any additional clarifications.

We anticipate your approval of our submission of this plan of correction.

Sincerely,

ol P L/( Sl
. D ( 6w

Claude Watts, CEO
Enclosure

CE/imp

877 Jefferson Avenue Memphis, TN 38103 901.545.7100
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PR
- FORMAPPROVED ~ 1:30pm
DEPARTMENT OF HEALTH AND HUMAN SERVICES OMB NO. 0938
CENTERS FOR MEDICARE & MEDICAID SERVIGES B | o
STATEMENT OF DEFICIENCIES {X1) PROVIDER/SUPPLIER/CLIA (X2) MULTIPLE CONSTRUCTION (X3) DATE SURVEY
‘ AND PLAN OF CORRECTION IDENTIFICATION NUMBER: A BUILDING COMPLETED
i TNP531110 B WING 08/24/2009
! i — —
| NAME OF PROVIDER OR SUPPLIER 877 JEFFERSON AVENUE
| REGIONAL MEDICAL CENTER AT MEMPHIS MEMPHIS, TN 38103
| - . SRR S =i
’X‘U D SUMMARY STATEMENT OF DEFICIENCIES ID PROVIDER'S PLAN OF CORRECTION (X5)
PREFIX | (EACH DEFICIENCY MUST BE PRECEEDED BY FULL PREFIX EACH CORRECTIVE ACTION SHOULD BE i
R REGULATORY OR LSC IDENTIFYING INFORMATION) TAG CI'iOSS—REFERENCED TO THE APPROPRIATE LOMD%EE-”ON
~ TAG | DEFICIENCY) |
6751 1200-8-1-.06 (4)(b) Basic Hospilal Functions H 675 Nursing Services 1117109
(4) Nursing Services. Patient Care Services takes responsibility for
, patient care to meet the needs of patienls with
(b) The hospital must have a well-organized service pressure sores. This will be accomplished by:
with a plan of administrative authority  and
delineation of responsibilities for patient care. The |. PROCESS
chief nursing officer must be a licensed registered
nurse who is responsible for the operation of the A) Review for identification of
service, including determining the types and policy/procedures/standards? and other
numbers of nursing personnel and staff necessary to resource materials available to staft
provide nursing care for all areas of the hospital. responsible for patient care. This review is
inclusive of:
i ) ) , *Pressure Ulcer Treatment Care plan
This Rule is not met as evidenced by: , outlining turning requirements:
Based on policy review, record review, observation *Pressure Ulcer Resource Guide,
and interview, it was determined the hospital failed
to ensure nursing services were provided in an B) Review of functionality of current
organized manner and mef the needs of | of ! electronic medical record documentation
(Patient #9) patients reviewed with pressure sores. system,
The patient suffered significant weight loss of 17
percent of his admission weight and developed & C) Review of educational opportunities
pressure sore which continues to deteriorate. associaled with slaff involvement in
current pressure uleer management
The findings included: RIS CESSE
1. The facility documenled the following policy and Il ACTION
procedures: "Prediction and Prevention of Pressure i — - )
ulcers” Turn patient at least every 2 hours (unless A) \?Vee\;eLc;pcd policy for Monitoring Patient
contraindicated) or more frequently if necessary. ght.
Document each position change. B) Update hospital's intranct to include
2. Medical record review for Patient #9 documented Ecghcciisccogtailcr;e(’i En. ZriegjthfﬁL[Jllce{
an admission on 7/19/09 after an assault with a . S RIS ZEI e
. e : Increase ease of location during search
head injury and a rib fracture and the following o . -
capability of staff for day to day practice
mformatlon
reference.
f)l\ PI(OVJL)I | ’%U]’J‘l IER REPRESENTA r]VF S SIGNATURE T[TLE DATE

,\BIJI{A]()[{Y Dl LL IZ

/\n\ ddu.l\lm AL el u:l uld‘n" \
]mnulx sulticient protection w the patenls. (See instructioms. ) Exe il

LIn 7

72,

1an dﬁl 1!;L " denotes a deli

iRy which e institution may lie excused om correcting 3 I ::tm" iH1s determined tha oth
for nursing homes. the findings stated above are disclogable Ui days following the

/o) ¥
nlL}_l s
tte ol survey whetlier or

“wola plan of correction i3 provided. For nuesing Tiomez, e aloye

Tindings anT plans ol correation are diselasable 17 Tiys Tollowing the

dote 1he

tevthe faeitine I deficiencies are ciled an appraved plan of corection is tequisite tn continued proaram nadicipation.

FORM CMS-

35(57(02:0")) Previous Versions Ohsolete

Bven(1D VITDI2

CFacility D INPS3 IO

st dbeumunts are mue avarlahle

Told
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STATEMENT OF DEFICIENCIES I (X1) PROVIDER/SUPPLIER/CLIA | {(X2) MULTIPLE CONSTRUCTION (X3) DATE SURVEY
AND PLAN OF CORRECTION IDENTIFICATION NUMBER: A BUILDING COMPLETED
B WING 0972472009
| ‘ THPS31110
| NAME OF PROVIDER OR SUPPLIER | STREET ADDRESS, CITY, STATE, ZIP CODE
REGIONAL MEDICAL CENTER AT MEMPHIS 877 JEFFERSON AVENUE
| MEMPNHIS, TENNESSEE 38103
(X4) 1D SUMMARY STATEMENT OF DEFICIENCIES I PROVIDER'S PLAN OF CORRECTION (X5)
PREFIX (EACH DEFICIENCY MUST BE PRECEEDED BY PREFIX | (EACH CORRECTIVE ACTION SHOULD BE CROSS- COMPLETION
N FULL REGULATORY OR LSC IDENTIFYING TAG REFERENCED TO THE APPROPRIATE DEFICIENGY) DATE
| TAG INFORMATION}) , - -
__ ! . o ——
He75 | Continued From page 1 H675 Continued from page 1
On 8/9/08, the patient acquired a Stage 2 sacral C) Develop query process for Meditech
‘pressure ulcer electronic documentation modules that
On 8/17/08 the palient continued with a slage 2 consolidates view of patient weights,
pressure ulcer that was 2 centimeters (cm) in length turning and vial signs into a single,
and 1.5 cm in width with 0 depth. On 8/24/09 the reviewable screen-shot available (o all
pressure sore was 4.5 cm in length and 4 om in staff providing care (RN, LPN, Dietician,
width and 0.1 cin in depth. It was still classified as a CNA, PCA, MD). The addition of Yes/No
stage 2. documentation bax related to physician
On 8/31/09 there were 2 pressure ulcers. The sacral nolification alert for any patient weight
to left buttocks was now 5.5 cm in length and 4 cm change + or - five pounds at time of query, |
in width with a depth of ,1 cm. The new wound was
on the right bultock, a stage 2 that was 3 cm in D) Revision to flowsheet for Intake and
length, 2 cm in width with a wound depth of 0. Output docurmnentation in Meditech to
On 9/6/09, the sacral to lefl huttock wound was now populate wilh gastric residual amount as
a slage 3 with a length of 5 Cm, a width of 3.5 cm reference where nutritional supplements
and a depth of .3 cm. The wound on the righi are recorded. Patient Care Notes for
buttock was a stage 2 with a length of 2 ¢m, a width exception documentation will assist in
of 1 ¢cm and a depth of Q. identification of reasons nulritional
On 9/15/09 the sacral wound included the right and supplements may differ from MD orders
left buttock and was 7 cni in length, 4 cm in width {i.e. increased residual, pt off unit, ptin
with & deplh of .2 ¢, There was a skin tear on the surgery, pi refusal, pt being made NPO).
left hip which was 4.5 cm in length, 1.5 cm in width
with a depth of O E) Completion and deployment of the two (2)
physician order sets for pressure ulcer |
prevention and treatment for pressure
2. Medical/nutritional therapy nole dated 8/20109 ulcers which was pending approval at time
documented the patient was 65 inches tall with a of survey and has been subsequently
weight of 64 kilograms or 140.8 pounds. The passed by Medical Staff Executive
albumin was low at | .7gm/d| (normal is 3.5 gm/dl Council.
The Registered Dietitian (RD) documented
estimaled calorie needs using the facility protocal of I1l. EDUCATION
30-35 calories per kilogram to be 1920-2240
calories and 128-160 grams of protein. On 9/2/09 A)  Conduct education for staff through
the RD recommended the enteral feeding be Training and Development department
changed to bolus of 6 cans Glucerna 1.2 each day regarding deployment/expectations of the
and increase the protein supplement to 40 grams two order-sets related 1o pressure ulcers
BID (twice a day) for 2030 calories and 164 grams up to and including the care of patient and !
of protein, manitoring weight and nutritional status i
To be completed by Nov, 7, 2009,
4. On 9/16/09 the patient was transferred o the B) Electronic reminder via hospital's “Practice
medicine/Surgery unit 5C. Physician orders daled Pause” publication related to revisicns to
9/17/09 included | can Glucema 1.2 q (every) 4 processes/policies for Pressure Ulcel
hourS (total of 6 cans /day). Management in Patient Care by Oclober
| | 31, 2009 |
Versions Obsolete Event iD: _ - Faciity ID. TNP53110 2]
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5. Review of the intake and output record for9/17/09 C) Conduct Meditech documentalion madule
throtigh 9/20/08, revealed the patient only received training/refresher beginning October 13, |
5 cans of Glucerna 1.2 rather than the.6 cans as - 2008-on documentation of pressure ulcers |
ordered. to include:
"Intake/Output changes
6. Review of the activity record for 9/17/09, revealed *Query availability and use
the patient was on the right side at 2 PM, on the *Exceplion charting/documentation
right side at 8:54 PM and Supine at 4 AM. Thaf was *Expectations/follow-up processes
the only documentation of a position change that
day, D) Deployment of flyer for education and
On 9/18/09 the palient was up in a chair at 9:18 AM, protocol from Nutrition Services containing
supine at 8 PM and on the right side at midnight. references/insiructions related to pressure
That was the only documentation of a position ulcer knowledge wilh evidence of review
I change or1 hat day. by staff recorded in Compuler Based
On 9/19/09 the patient was Supine at 9:12 AM and Learning Module (CBL).
on the right side at 2:16 AM. |
There was only | documenled change on the 20th. IV. MONITORS
There was no documented position change on the
21st, A)  Nursing i
One documented position change on the 22nd. a.  Conduct random chart audits for |
next 3 months in all patient care '
The Nurse Manager for the unit confirmed these units fo validate compliance with
findings on 9/23/09 al 1:00 PM. policy for patientt weight,
[ b.  Conduct random chart audits for
7. During an interview on 9/23/09, at 1:30 PM, the | next 3 months of patients with
Nurse Manager for the unil confirmed the patient pressure ulcers to validate
| had not been weighed and would only be weighed complaince with pressure ulcer
| on admission and if requesled by the Nurse management and care,
Manager, c. Monitor completion of education
efforls and Computer Based
6. Observations on 9/23/09, al 2:00 PM in the Learning module CBL post test
palients room revealed Resident #9 being weighed for assigned staff,
at lhe Surveyor's request. The patient weighed d. Results of audits will be reporled
117,4 pounds. The admission weight on 7/19/09, to the Quality Council, Nursing
which was the only weight in the medical record, | Performance Improvement and
was 140.8 pounds revealing the resident had lost Patient Quality Care Commiitiee,
23.4 pounds or a significant weight loss of 17
percent of his original body weight The RD B) DIETARY
conlirmed, at this tine, she was unaware of the a.  Conduct weekly audits of
weight loss response timeliness for digtician |
consults and documentation of
9 Observations in the patient’s room an 9/24/09, at patient weights and status
8:30 AM revealed the sacral wound had been changes.
debrided and was 7.5 cm in length with a width of b, Incidents of non-compliance will
4.8 cr. a distal depth of .4 cm and a proximal depih be investigaled with appropriate
of .5 cm. There was another stage 2 wound on the resolution to improve patient care
buttocks which was 2.5 cm by .8 cm. processes.
c. Results of audits will be reported
|

"
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H732 1200~-8-1-.D8 (9)(b) Basic Hospital Functions to the organization's Nursing Performance
Improvement Committee, Quality
(9) Food and Dietetic Services. Counci! and Patient Quality Care
Committee.
(b) The hospital must designate a person to serve
as the food and dieletic services director with C) WOUND/OSTOMY CARE NURSE
responsibilily for the daily management of the (WOCN)
dietary services. The food and dietetic services a, Compare requesls for
directar shall be: consultation 1o patient
o assessments for appropriate
1. Adietitian; or care management based of
Pressure Ulcer Resource Guida
2. A graduate of a dielelic technician or dietetic
assistant training program, correspondence or b.  Results of comparisons and
classroom, approved by the American Dielelic compliance to be reported (o the
Association; or organization's Quality Council,
| Nursing Performance
| 3. A graduate of a staie-approved course that lmprovement Commitiee and
provided ninety (90) or more hours of classroom Patient Quality Care Committee,
instruction in food service supervision and has
experience as a food service supervisor in a health
care institution with consultation from a qualified H 732 Food and Dietetic Services H732
dietitian. |
The Regional Medical Center will designale a 11/5/09
This Rule is not met as evidenced by: food and dieletic services direclor meeting
Based on review of employee files, and interview, it | slate licensure requirements for a Dietetic
was delermined the hospital failed 1o ensure the Services Director, This will be accomplished
Dietetic Seivices Director with responsibilily for the by:
daily management of the dietary service mel
licensure requirements for this posilion. 1. Replacement of current Dietetic
Services Director responsible for daily
The findings included; management of the dietary service on
10/2/2009.
Review of the persannel file for the Dietetic
Services Director failed to show he met the stale 2. Revision 10 job description 1o include
licensure requirements for a Dietetic Selvices state licensure requirements for
Direclor. qualification/certifications necessary
to work al hospital facility.
During an interview on 9/22/09, at 11:15 AM, the
Director confirmed {hat he did not imeet any of the 3. Establishment of on-site personnel
licensure requirements for a Dietelic Setvices record cantaining documentation of
Director requirements for state licensure.
4. Review of personnel record annually
or with any personnel change of
director position to ensure
requirements for state licensure
FORM CMS-2567 (02-99) Pravious Versions Qhsolets Event |2 Faciity ID: TNIP53110 4 1,
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[ H871 | 1200-8-1-08 (1) Building Standards H 871 o ' l
(1) The hospital must be constructed, arranged, and The Regional Medical Center will maintain 10/30/2009

‘ maintained lo ensure the safety of the patient.

This Rule is not met as evidenced by:

Based on observations, it was determined the facility
failed to maintain the facility in @ manner that would
ensure the safety of the residents,

The findings included:
Observations during the facility tour on 9-23/9-24-09

beginning at 9:00 AM, the following deficiencies
were found:

| ADAMS BLDG

3RD FLOOR REHAB

1. The ceiling tile at the entry to the gym had a hole
in it.

JEFFERSON BLDG
5TH FLOOR

1. The sprinkler escussion cover was missing
outside room B528

2. The exit doors were blocked open in unit 5C2

3. The ceiling tile had a hole in it at room C516.

| 4. The corridor fire door closure at room 516 was
‘ inoperative

LABORAL

0 ()

L

AIRECTORS OR PROVIDER/SUPPLIBR REPRESENTATIVLE'S SIGNATURE

building standards to ensure the safety of the
palient as evidenced by the following:

ADAMS BUILDING: 3'“ FLOOR REHASB

The ceiling tile at the entry to the gym was
replaced prior to 10/8/09 following submission
of work order number 1941652, Staff were
reminded to be alert for such prablems and the
process for requesting work orders related to
building mainienance issues. Ceiling tile
examinations will occur with Environment of
Care (EOC) rounds and tracer activities to
monitor for problems

JEFFERSON BUILDING: 5" FLOOR

New sprinkler excutcheon was installed prior to
10/8/09 following submission of work order
number 1947652, Specific purpose
inspections of sprinkler escutcheons will accur
by Facilities staff with an increased level of
inspections during EQC rounds and tracer |
activities to monitor for problems.

Door wedge allowing door on 5C2 to be
blocked open was immediately removed,
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5. The elevator lobby door was blocked open

ROUT BLDG"
Ground floor

1. In Labor and Delivery the soiled utility room door
] did not close and latch.

2nd floor

1. The hold open device was loose in the wall on the
main corridor

4th floot

1. The physician sleep room 426 did not have g
smoke detector in it.

2. The corridor fire door at the nurse station did not
close and latch,

Chandler Bldg
Ground Floor

1. The main corridor door entering Dialysis, the
closure was inoperative

2. The rear exit door in Dialysis was inoperative

Manager and staff were reminded of policies
relaled lo exit doors. Inspections will occur
with Environment of Care (EOC) rounds and -
tracer activities to monitor for problems.

The ceiling tile with a hole in C516 was
replaced prior to 10/8/09 following submission
of work order number 1947952, Staff on the
unil were reminded to be alert for such
problems and the process for requesting work
orders related 1o building maintenance issues.
Ceiling tile examinalions will occur with
Environmment of Care (EOC) rounds and iracer
aclivities to monitor for problems.

The fire door closure at room 516 was adjusted
to close properly by 10/8/09 following
submission of work order number 1848152,
Staff on the unit were reminded to be alert for
such problems and {he process for requesting
work orders related lo building maintenance
issues. Focused inspections will occur with
EOC rounds and tracer aclivilies 1o monitor for
problems.

Door wedge allowing elevalor lobby dowrs to
be blocked open was immediately removed
upon discovery. Facilities services and
directors/managers were reminded of policies
related to exit doors. Inspeclions will occur
with Environment of Care (EQC) rounds and
tracer aclivities to monitor for problems

ROUT BUILDING

in Labor and Delivery, the soild utility room
door was adjusted by 10/8/09 to square for
proper closure following submission of work
order number 2036059, Staff on the unit were
reminded to be alert for such problems and the
process for requesting work orders related to
building maintenance issues. Focused
inspectiens will occur wilh EOC rounds and
tracer activities to monitor for problems.

Faciiy 1D
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Continued from page 2

hold open devices will be installed before
10/8/09, following submission af wark order
number 2036652, Staff were reminded on

for such problems and the process for
requesling work orders relaled to building

monitor for problems.
The use of room 426 as a physician sleep

physician sleep room assignments must be
approved through an established space
utilization committee. Management was
educated on process for obtaining space to
designate as sleep rooms. Focused
inspectlions related to physician sleep rooms
will oceur to monitor for problems.

be adjusted {o allow praper closure following
submission of work order number 2036552
before 10/8/09. Staff on the unit were

building maintenance issues. Focused
inspections will oceur with EQC rounds and
tracer aclivilies to monitor for problems.
CHANDLER BUIDLING: GROUND FLOOR
fire door closure was adjusted to prevent the

aslragal from binding the closing following
submission of work order number 1958157

for requesting work orders related to building

monitor for problems.
The rear exit door of the Dialysis unit hinges

following submission of work order number
1957967 Staff on the unit were reminded lo

Evant |D;

Facility 1D

On the second floor, additional anchors for the
proper use of hold open devices and lo be alert
maintenance issues, Focused inspections will

occur with EOC rounds and tracer activities (o

room will be discontinued befare 10/30/09. All

The corridor fire door at the nurses station will
reminded to he alert for such problems and lhe
process for requesting work orders related to
The main corridor for entry into the Dialysis unit

before 10/8/09. Staff in the unit were reminded
to be alert for such problems and the process

maintenance issues. Focused inspections will
oceur with EOC rounds and racer activities 1o

were adjusted to allow door closure by 10/8/09

[
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be alert for such problems and the process for
requesting work orders related to building
-maintenance-issues. Focused-inspections-will
occur with EOC rounds and tracer activities to
monitor for problems.”
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ADMINISTRATIVE MANUAL
[ POLICY [¥ PROCEDURE[] PROTOCOL

TITLE: _MONITORING PATIENT WEIGHT.
ISSUED BY: PATIENT CARE SERVICES PAGE_1 _OF_4

The Regional Medical Center at Memphis (THE MED) staff shall maintain an environment conducive to
patient healing which includes the measuremenl of patient weight.

Patients’ weights are documented based on established criteria. Frequency of weights depends on
patient's stalus-It is the responsibility of licensed nursing persotinel (RN or LPN) to ensure weights (if
applicable) are performed and documented

PURPOSE

To establish guidelines for prornoting patient outcomes and lo describe the standard of practice for
perfoerming and documenting a patient's waighl.

Definitions:

1 Baseline weight is the patient's weight in kilograms, which is obtained upon admission.

2. Frequency is based on patient's medical condition and nutritional status. Far example, weight
may be obtained daily, one (1) time per week, etc.

3. Hoyer Liftis a brand name for an assistive device used to obtain weight of patients.

4. Kilograms is the basic unit of measurement in the metric system used by THE MED: if convert ane (1)
kilogram is equivalent to 2.2 pounds

5. A gram is defined as one one-thousandth the kilogram. and 1s used in weighing neonates
Equipment

Free Standing Scale

Bed or wheelchair Scale

Hoyer Lift Scale

Tools lo promole infection control guidelines

PROCEDURES

A. Preparation of equipment

1. Select the appropriale scale. Usually, a standing scale is used for an ambulatory patient or bed
scale for an aculely ill or debilitated palient.
2. Check to make sure the scale is balanced. Standing scales and, to a lesser extent, bed scales

may become unbalanced when transported
3. Zeroout scales prior to use: Bed scales are zeroed out using the appropriate linen.
4. Attached equipment must be accounted for, and noted; when weighing palients.

B Intensive Care Unit (ICU} patients, Progressive Care Unit (PCU) patients, and patients in ICU stepdown
unils are weighed daily

REGIONAL MEDICAL CENTER AT MEMPHIS
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C. Criteria for Weighing Medical Surgical Patients

1. Weigh all inpatients on admission and weekly thereafler, unless contraindicated, If clinically
contraindicated, a stated weight or physician estimated weight may be utilized until such lime an
actual weight may be obtained.

2. Daily weights documented in kilograms are required on the fallowing patients:

a) Physician's orders
b) Immobile patients
¢) Pressure ulcers
d) Patients with renal complications, congestive heart failure, and pulmonaiy edema
e) Patients receiving diuretics and/or steroids
f)  Patients receliving dialysis

Note: Nursing staff may weigh palients more frequently based on their clinical judgment.

3. Report significant weight gain or loss of 11 kilograms in adults to physician
D. Obstetrical and Nursery Patients

1, Weigh neonalal patients daily in grams and as ordered by the physician.

S

Well babies are weighed at birth and per physician order

o

Report significant weight gain or loss of 50 grams in a neonate to the physician
4. Patients admitted for obstetrical care (OB) are weighed at admission,

Weighing Procedure

1. During the admission assessrment process the nurse will weigh inpatients unless clinically
contraindicaled. If clinically conlraindicated, document why a stated weight was accepted.

2. Explain the procedure {o the patient
3. Patient weight is obtained using a free standing scale, Hoyer lift or bed or wheelchair scale.

Standing, Scale:

« Place a paper towel on the scale’s platfarm

+  Tell the patient to remove his robe and slippers or shoes. If the scale has wheels, lock them
before the patient steps on. Assist the patient onto the scale and remain close to him to
prevent falls,

+ Ifyou're using an upright balance (gravity) scale, slide the lower rider to the grocve
representing the largest increment below the patient's estimated weight. Grooves represent
50, 100, 150, and 200lb. Then slide the small upper rider until the beam balances. Add the
upper and lower rider figures to determine the weight. (The upper rider is calibrated to eighths
of a pound )

+  Return ratio weights o their rack and the weight holder to its proper place.

(L]
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Digital Scale
If you're using a digital scale, make sure the display reads 0 before use. Read the display with the

patient standing as slill as possible.

4 Help the palient off the scale, and give him his robe and slippers or shoes. Reassure and
steady patients who are at risk for losing their balance on a scale.

o

Weigh lhe patient at the same time each day (usually before breakfast), in similar clothing,
and using the same scale. If the same scale is not used, document rationale

6 Il the patient uses crutches, weigh him with the crutches. Then weigh the crutches and any heavy
clothing and subtract their weight from the total to determine the patient's weight,

~J

. Before using a bed scale, cover the mattress with one draw sheet, one flat sheet, and a mattress pac
Balance the scale with the coverings in place to ensure accurate weighing,

8. Before using a wheelchair scale, weigh and nate lhe weight of the wheelchair. Zero out the scale and
weigh the patientin the charr, subtracting the weight of the wheelchair before documenting the patient's

weight

9 Daily Weight. Patients shall be weighed in the morning between the hours of 6400 and 0600,
Itis the responsibility of the licensed nurse (RN or LPN) to assure weights are done and are

accurate.
Documentation

Palient's weight in kilograms must be documented. Patient’s weigh will be documented in palient's
medical record on the following forms:

+ Baseline weight is documented on the Admission History Assessment screen
+  Weighls are documented on the daily weight intervention screen in Meditech.

» A PCI Query format viewable by staff is available and contains:
o Admission weight and height
o Current weight and comments regarding changes in weight
a  Turn/Pressure Relief Assessment
o Vital signs

RELATED POLICIES
Assessmen! of Patient
Infection Control
Nutrition Screening
Intake and Qutput

Ry

REGIONAL MEDICAL CENTER AT MEMPHIS
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Pressure Ulcer Prevention Order Set
— . -
1. Activity: L] Get patient up in chair twice a day for a maximum of 2 hours. Reposition patient in
chair every 1 hour and shift patient’s weight every 15 minutes
] Turn/logroll patient every 2 hours unless contraindicated
‘|__| HOB at or below 30 degrees unless contraindicated B
2. SKin: L] Contact Wound Ostomy Care Nurse (WOCN) for rash: i.e. perineal dermatitis,
Incontinence rashes -
3. Nutrition: Diet;
[] Multivitamin 1 tablet orally daily
D_C_g_nsult Dietitian - )
4.Care Plan: [ ]|nitiate Care Plan
5. Assessment: [ ] Braden Score every day
6. Education: Educate patient and family care provider on the prevention, management and

treatment of pressure ulcers

YA Discharge Plan:

T/6Dr.____ = Date: Time:

Physician Signature: o Date: Time:

Physician Printed Name: o Beeper: o
Addressograph/Puaticut

PRESSURE ULCER PREVENTION ORDERS

FFarm No. RMC 165
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Pressure Ulcer Treatment Order Set

1. Diagnosis: L] Stage 1 pressure uleer L] Stage 2 pressure ulcer
(] Stage 3 pressure uleer (] Stage 4 pressure ulcer
[] Unstageable pressure uleer L] Decp tissue injury
L1 Other

Up in chair twice a day for a maximum of 2 hours. Repasition patient in chair
every 1 hour and shifi patient’s weight every 13 minutes

2. Activity:

Turn/reposition/logroll patient every 2 hours unless contraindicated

OB at or below 30 degrees unless contraindicated

aa

Daily weights

3. Nursing Treatment and || Skin tear: Clean with mild soap and water and apply skin protectant cream
Dressing Change: Roll skin back in place and apply Steri-strip
] stage 1: Clean with mild soap and waler and apply skin prolectant cream
L] Stage 2: Clean skin with Hibiclens and water and apply a hydrocolloid dressing
i.e. Duaderm or Comfeel dressing. Change hydrocolloid dressing
every 3 days
(] Stage 3, Stage 4, Unstageable, and Deep Tissue lnjury: Consult Wound Cenler

4. Skin: L] contact Wound Ostomy Care Nurse (WOCN) for rash i.e. perineal dermaritis.
incontinence related rashes
5. Nutrition: Diet:

L] Multivitamin 1 tablet orally daily [J Consult Dietitian

For Stages 3 and 4 Pressure Ulcers
(] vitamin ¢ 250 mg orally every day for 14 days (] Zine Sulfate 220 mg orally every day for 14 days

[ Protein Intake per Dietitian assessment L catosic Intake per Dictitian assessment

6. Support Surface! [T Skin tear or Stage 1 or Stage 2: Place patient on Group | surface i.e. Accumax or
REN 3000 matiress
O Multiple Stage 2, Stage 3, Stage 4. Unstageable or Deep Tissue Injury: Place
patient on Group 2 surface i.¢. Versa Care Air Bed

] Other:

7. Pain Management:

8 [) wound Culture
9. Consult(s): [] Wound Care Center L] Wound Ostomy Care Nurse

) case Management L] Social Services

10. Education: Educate puticnt and family care provider on the prevention, management and treatment of pressure uleers

11, [] Discharge Plan:

T/O Dr. Date: Time: S B
Physician Signhature: Date: Time:
Physician Printed Name: o Beepet: -

Addressograph/Patient

¥ Regional Medical Center at Memphis

Pressure Ulcer Treatment Orders
Foun No. RMC 166
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Size

(Record in centimeters and/or millimeters)

i Length-longest vertical, Head to toe.
Width-widest horizontal. Side to side.
Depth-point of greatest depth

Extent of Tissue Involvement

Partial thickness

Full thickness
Stage (pressure ulcers only) I
Anatomic Location |
Type of Tissue in Wound Bed
= Granulation + FEschar ¢ Necrofic
»  Muscle « Epithelization *  Slough l
¢ Fibrinous ¢ Bone

Color

(Describe in % of wound to = 100%) l
Red/pink
Yellow ‘
Black/Brown/Tan

Exudate

(Scant, Minimal, Moderate, Heavy)

+  Maladorous « Purulent
*  Serous = Serosanguinous H
Wound Edges
¢+  Open-pink, new skin vigible * (Closed-thick & rolled |
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CN1311-044



SUPPLEMENTAL #2
December 30, 2013

WEEKS & ANDERSON

An Association of Attorneys 3:03 pm
2021 RICHARD JONES ROAD, SUITE 350
NASHVILLE, TENNESSEE 37215-2874
TELEPHONE 615/383-3332
FACSIMILE 615/383-3480
KENT M. WEEKS F. B. MURPHY, JR.
ROBERT A. ANDERSON E. GRAHAM BAKER, JR.

DIRECT TELEPHONE NUMBER: 615/370-3380

December 30, 2013

Mark A. Farber

Deputy Director

Tennessee Health Services & Development Agency
Andrew Jackson Building, 9" Floor

502 Deaderick Street

Nashville, TN 37243

RE:  Supplemental Information: Certificate of Need Application CN1311-044
The MED

Dear Mark:
Enclosed are three (3) copies of responses to your second supplemental questions regarding the
referenced Certificate of Need application. If you have any additional questions, please contact
me.
Sincerely,

Graham Baker, Jr.

p

Enclosures as noted
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AFFIDAVIT

STATE OF TENNESSEE
COUNTY OF DAVIDSON

NAME OF FACILITY: The MED (CN1311-044)

I, E. Graham Baker, Jr., after first being duly sworn, state under oath that I am the
applicant named in this Certificate of Need application or the lawful agent thereof, that I
have reviewed all of the supplemental information submitted herewith, and that it is true,

accurate, and complete to the best of my knowledge, information and belief.

%W«M /Q Attorney at Law

lure/l’ule

Sworn to and subscribed before me, a Notary Public, this 30" day of December,
2013; witness my hand at office in the County of Davidson, State of Tennessee.

NOTARY PUBLIC

My Commission expires Jul
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1. Section B, Project Description, Item I.

When you used your example to demonstrate need of 7100 discharges, did you mean
to say patient days?

Response: These were actual discharges.

By continuing to state that the payor mix of the SNF will be 50% Medicare and 50%
uninsured, is the applicant saying that no TennCare patients in a MED hospital bed
will be directly transferred to the SNF unit and that no commercially insured
patients in a MED hospital bed will be transferred to the SNF unit.? The Letter of
Intent states that “....the Applicant will serve Medicare, Medicaid, commercially
insured, and private-pay patients.....” Please explain.

Response: The MED is certified by Medicare and Medicaid. The SNF unit, as a department of
the hospital, will be available for any hospital patient who cannot be transferred to, or accepted
by, an existing nursing home in the area. The MED feels obligated to maintain certification
necessary to treat any patient who presents for treatment. While we plan to continue transferring
hospital patients (who need skilled care) to area facilities, we do understand the possibility of
having a patient who cannot transfer, whether such patient is ‘Medicare, Medicaid, insured, or
with no reimbursement whatsoever.

As stated in the application, we maintain enough patients in our hospital beds to fill a 20 bed
SNF unit at our hospital. Usually, these patients have no payor mechanism and we cannot
transfer them to an area skilled nursing facility. These patients are “stuck” in an expensive
hospital bed with no place to go. The two-fold reasons for this application are: (1) to provide
services (SNF services) that are more appropriate for such patients; and (2) to lessen the negative
economic impact that such patients have on our hospital, by transferring such patients to a less
expensive SNF bed.

Based on our internal study (previously reported in both the application and the first
supplemental response), we believe about half of these patients will probably be able to be
certified for skilled Medicare reimbursement, and the other half will not be reimbursed at all.
We certainly concede that there is a possibility that a TennCare patient may wind up in our SNF
unit, and if need be, we want to maintain certification in order to provide such care. However,
we believe such possibility is (1) remote, and (2) will be for such a short period of time that we
have no financial or other projections for that to happen. We will continue to try to transfer
hospital patients who need nursing facility care and who are TennCare-eligible to area facilities.

It appears that the applicant does not fully understand the impact of the Linton ruling.
The applicant could choose to certify the beds only for Medicare. In that case it would
make sense to project that there would be no TennCare utilization; however the
applicant is expecting to be dually certified. It is not reasonable to assume that no
TennCare patients will be transferred to the SNF unit.

Response: The MED is certified by Medicare and Medicaid. The SNF unit, as a department of
the hospital, will be available for any hospital patient who cannot be transferred to, or accepted
by, an existing nursing home in the area. The MED feels obligated to maintain certification
necessary to treat any patient who presents for treatment. While we plan to continue transferring
hospital patients (who need skilled care) to area facilities, we do understand the possibility of

Page 1
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having a patient who cannot transfer, whether such patient is Medicare, Medicaid, insured, or
with no reimbursement whatsoever.

As stated in the application, we maintain enough patients in our hospital beds to fill a 20 bed
SNF unit at our hospital. Usually, these patients have no payor mechanism and we cannot
transfer them to an area skilled nursing facility. These patients are “stuck” in an expensive
hospital bed with no place to go. The two-fold reasons for this application are: (1) to provide
services (SNF services) that are more appropriate for such patients; and (2) to lessen the negative
economic impact that such patients have on our hospital, by transferring such patients to a less
expensive SNF bed.

Based on our internal study (previously reported in both the application and the first
supplemental response), we believe about half of these patients will probably be able to be
certified for skilled Medicare reimbursement, and the other half will not be reimbursed at all.
We certainly concede that there is a possibility that a TennCare patient may wind up in our SNF
unit, and if need be, we want to maintain certification in order to provide such care. However,
we believe such possibility is (1) remote, and (2) will be for such a short period of time that we
have no financial or other projections for that to happen. We will continue to try to transfer
hospital patients who need nursing facility care and who are TennCare-eligible to area facilities.

How many TennCare patients in the past year were admitted to the MED that were
either eligible for SNF care and remained in the hospital or were transferred to an area
nursing home?

Response: The number of TennCare patients eligible for SNF care who were admitted at The
MED was negligible. Most of our TennCare patients are either OB patients or children. They
are not eligible for SNF care. The remaining patients who would normally be eligible for
TennCare who require SNF care are also eligible for Medicare. The only reason we stated (in
our notice and in the application) that we would take accept TennCare patients is in case a
TennCare patient does, in fact, qualify for SNF care but is not eligible for another payor source.
Again, The MED accepts all patients who present for care. It is noteworthy that we did not
include any reimbursement in our Projected Data Chart for TennCare SNF patients.

Please provide documentation from the hospital’s discharge planner attesting to the
number of hospital patients that were denied admission to area nursing homes for the
most recent one year period.

Response: The Applicant believes that the information requested is of limited value, and
exacting documentation will take an exorbitant amount of time to research. Please understand
that many of these patients have socio-economic and demographic issues that, in the past, have
rendered them unacceptable by area nursing homes. In effect, we stopped asking local facilities
to accept many of these patients, who continue to be taken care of in hospital beds.

In order to account for the impact of the Linton ruling and the requirements of a
TennCare contract for nursing home care, it does not appear that this application can
be deemed complete until the projected utilization accounts for the likelihood of some
TennCare utilization and that the Projected Data Chart accounts for some TennCare
utilization.

Page 2



Certificate of Need Application CN1311-044 S SUPPtLEKIWENTAL 2

ertiricate o ee pp 1cation - Upp mente e 1

The MED JS ?& 1i‘il)’|3
3:03 pm

Response: The MED is certified by Medicare and Medicaid. The SNF unit, as a department of
the hospital, will be available for any hospital patient who cannot be transferred to, or accepted
by, an existing nursing home in the area. The MED feels obligated to maintain certification
necessary to treat any patient who presents for treatment. While we plan to continue transferring
hospital patients (who need skilled care) to area facilities, we do understand the possibility of
having a patient who cannot transfer, whether such patient is Medicare, Medicaid, insured, or
with no reimbursement whatsoever.

As stated in the application, we maintain enough patients in our hospital beds to fill a 20 bed
SNF unit at our hospital. Usually, these patients have no payor mechanism and we cannot
transfer them to an area skilled nursing facility. These patients are “stuck” in an expensive
hospital bed with no place to go. The two-fold reasons for this application are: (1) to provide
services (SNF services) that are more appropriate for such patients; and (2) to lessen the negative
economic impact that such patlents have on our hospital, by transferring such patients to a less
expensive SNF bed.

Based on our internal study (previously reported in both the application and the first
supplemental response), we believe about half of these patients will probably be able to be
certified for skilled Medicare reimbursement, and the other half will not be reimbursed at all.
We certainly concede that there is a possibility that a TennCare patient may wind up in our SNF
unit, and if need be, we want to maintain certification in order to provide such care. However,
we believe such possibility is (1) remote, and (2) will be for such a short period of time that we
have no financial or other projections for that to happen. We will continue to try to transfer
hospital patients who need nursing facility care and who are TennCare-eligible to area facilities.
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2 Section C, Need, Item 1.a. (Service Specific Criteria (Nursing Home Services) A.
Need 1.

Regarding the CHOICES Act question, Knox County was mistakenly referenced.
Please provide a response regarding Shelby County.

Response: As stated in the application:

“As reported on Joint Annual Reports for existing county facilities, nursing homes
in Shelby County have operated 82.6%, 83.8%, and 84.5% for 2009 through
2011, respectively. At least two facilities have decreased facility bed counts since
the filing of the 2011 JARs, and one facility has surrendered its license. Civic
Health and Rehab Center was licensed for 147 beds, and its license expired on
July 1, 2013. Bright Glade Health and Rehab Center decreased its bed count from
81 to 77 beds on July 1, 2013, and Grace Healthcare of Cordova decreased its bed
count from 284 to 240 beds on July 1, 2013. Taking these bed losses into
consideration, the occupancy rate for Shelby County Nursing Homes would
increase from 84.5% to 88.7% for 2011. With these decreases, there currently
exist 3,974 nursing home beds in Shelby County, with a need for 5,094 beds by
2016.”

The above numbers were based on what was reported in JARs, and further information we had
about the decreases (noted above) in various facilities. Apparently, we are “off” by two beds. If
Licensure now states there are 3,976 beds, Licensure has changed its total since they advised the
Applicant (prior to filing this application) that 3,974 beds were in Shelby County. We have no
way of knowing for sure how many beds are actually in Shelby County, other than to rely on
Licensure.

According to the State’s website,

"CHOICES" is TennCare's program for long-term care services for elderly (65
years of age and older) or disabled (21 years of age and older). Long-term care
includes help doing everyday activities that you may no longer be able to do for
yourself as you grow older, or if you have a physical disability-like bathing,
dressing, getting around your home, preparing meals, or doing household chores.
Long-term care services include care in a nursing home. Long-term care also
includes certain services to help a person remain at home or in the community.
These are called Home and Community Based Services or HCBS.”

The Applicant believes the Choices program is an excellent use of limited resources to help the
elderly and disabled live at home. The Applicant is not aware of any state-sponsored study that
shows the impact of the Choices program in Shelby County or any other county in Tennessee.
As more people utilize the service, common sense dictates that fewer institutional resources will
be required, whether in Shelby County or other counties in the state. That stated, if such
individuals never qualified for nursing home care, they would not have been admitted to nursing
homes under strict preadmission evaluation guidelines. The patients who are the object of this
application are not patients who merely have problems conducting everyday activities while
living at home: these are skilled nursing patients who currently are institutionalized in a hospital
bed who need to be transferred to a SNF bed. Therefore, the Choices program should not impact
the SNF patients currently residing in our hospital beds.
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3. Section C, Need, Item 6

Your response to this item is noted. As stated earlier it does not appear to be
reasonable that a dually-certified SNF unit would have no TennCare utilization. In
fact any TennCare patient whose level of payment went from Level 2 to Level 1
would be considered non-skilled days once Level 1 was reached.

Response: The MED is certified by Medicare and Medicaid. The SNF unit, as a department of
the hospital, will be available for any hospital patient who cannot be transferred to, or accepted
by, an existing nursing home in the area. The MED feels obligated to maintain certification
necessary to treat any patient who presents for treatment. While we plan to continue transferring
hospital patients (who need skilled care) to area facilities, we do understand the possibility of
having a patient who cannot transfer, whether such patient is Medicare, Medicaid, insured, or
with no reimbursement whatsoever.

As stated in the application, we maintain enough patients in our hospital beds to fill a 20 bed
SNF unit at our hospital. Usually, these patients have no payor mechanism and we cannot
transfer them to an area skilled nursing facility. These patients are “stuck” in an expensive
hospital bed with no place to go. The two-fold reasons for this application are: (1) to provide
services (SNF services) that are more appropriate for such patients; and (2) to lessen the negative
economic impact that such patients have on our hospital, by transferring such patients to a less
expensive SNF bed.

Based on our internal study (previously reported in both the application and the first
supplemental response), we believe about half of these patients will probably be able to be
certified for skilled Medicare reimbursement, and the other half will not be reimbursed at all.
We certainly concede that there is a possibility that a TennCare patient may wind up in our SNF
unit, and if need be, we want to maintain certification in order to provide such care. However,
we believe such possibility is (1) remote, and (2) will be for such a short period of time that we
have no financial or other projections for that to happen. We will continue to try to transfer
hospital patients who need nursing facility care and who are TennCare-eligible to area facilities.

Please explain why the applicant has only listed 10 beds as being Medicare certified.
Response: All 20 beds will be certified for Medicare. The chart in question requested projected
utilization. As stated, we believe that half of our proposed 20 bed SNF unit (or 10 beds) will be
utilized by Medicare patients.

Please explain how half of Medicare patients will be under Age 65.

Response: As stated, many of our “under 65 patients are from our trauma unit. It cannot be
stressed enough that we have the busiest Level I trauma center in West Tennessee. The payor
mix that we utilized for our CON application is the ACTUAL payor mix for those patients in our
hospital that could not be placed in existing nursing homes. It was not an estimate. About half
of those actual patients would not qualify for Medicare.

Will the SNF unit accept patients from other hospitals and other admission sources?

Response: We do not plan to accept patients from other hospitals or other admission sources.
With that said, we will not refuse to accept a patient for which we can provide care. Such refusal
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would violate not only federal and state law, but more importantly to us, it would violate our
mission as a health care provider.

Evidently, we need to continue to stress some important issues about this project, as follows:

1. The MED does not refuse treatment for any person who presents for health care, if we
provide that care;

2. The MED is licensed by the TN Department of Health, is fully accredited by JCAHO,

and is certified by Medicare and Medicaid;

We will knowingly do nothing to jeopardize our license/accreditation/certifications;

We will not knowingly violate any federal, state, or local law;

The MED has transferred skilled patients to area nursing facilities for decades, and will

continue to transfer patients who are accepted for transfer by those nursing facilities;

When our hospital patients require skilled nursing care, we will continue to attempt to

locate a bed in an area skilled nursing facility;

In the past, when such skilled nursing patients could not be transferred out of our

hospital, we continued to provide health care for those skilled patients whether we were

reimbursed or not, and that process will continue;

We realize that keeping a skilled nursing patient in a hospital bed is not cost-effective;

We conducted an internal study which indicated we could fill a 20 bed SNF unit with just

those hospital patients in our facility who could not be transferred, or more on point, were

not accepted by area nursing facilities;

10. We decided that receiving little or no reimbursement for a skilled patient in an SNF bed
at our facility would be more cost-effective than receiving little or no reimbursement for
a skilled patient in a hospital bed at our facility;

11. We do not plan to accept transfers from other hospitals or other referral sources, but,
again, we will absolutely not refuse to treat patients who present for health care;

12. Based on our internal study, we believe that about half of the patients who are transferred
to our SNF unit will eventually be certified for Medicare, and the other half will have no
reimbursement, whatsoever (which is why we can’t transfer them to area facilities, now);

13. This 20 bed SNF unit will lose money, but The MED will not lose as much money by
having these patients in a lower-cost SNF bed than in a hospital bed, resulting in a cost-
savings to The MED;

14. We understand that by maintaining our Medicaid/TennCare certification, we may well
have a Medicaid/TennCare patient in our SNF unit on occasion, but we believe that due
to the acceptability of such patients by area nursing facilities and the probability of such
patients also being eligible for Medicare, placement of such patients in our SNF unit will
be so remote that we cannot provide financial or other projections; and

15. We are not filing this application in order to compete with area nursing facilities...we are
filing this application to establish and operate a small, 20 bed SNF unit at the MED in
order to: (a) to provide services (SNF services) that are more appropriate for such
patients; and (b) to lessen the negative economic impact that such patients have on our
hospital, by transferring such patients to a less expensive SNF bed.

nhw
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4. Section C, Economic Feasibility, Item 4 (Historical Data Chart)

It is understood that the applicant was told that a Historical Data Chart was not
needed; however the review of the Projected Data Chart for the 20 bed SNF unit
indicates that a net operating loss is projected during the first three years of
operation. A Historical Data Chart for the MED is being requested to establish that
the MED is financially viable and is able to absorb the loss projected for the SNF
unit.

Response: Please see replacement page 36.
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5. Section C, Economic Feasibility, Item 4 (Projected Data Chart)
Please explain why there are no contractual adjustments.

Response: We provided net payments — not gross charges — based on estimated payment rates.
These net payments represent 50% Medicare and 50% uncompensated patients.

With approximately 3,000 patient days annually of uninsured care please explain
why there are no provisions for bad debt and why the provisions for charity care
are only $38,051 in Year 1, $41,642 in Year 2, and $45,379 in Year 3.

Response: The charity care amounts should have been listed as bad debt. Please see
replacement page 37. Charity care is not shown because the revenue line is estimated net
payments, and about half of our patients will have no payor source whatsoever, thereby
qualifying as charity care.

Please provide a detailed analysis demonstrating the annual cost savings of providing
SNF care versus the expense of SNF-eligible patients remaining in an acute care bed.

Response; In Year 3, we anticipate 18 ADC, which equates to 6,570 patient days. Based on this
amount, the SNF unit will lose $1,323,643 in the SNF unit, but the hospital will save $2,811,960
in decreased hospital costs. The decreased hospital cost is based on a $428 per patient day
savings.

Your “Other Expense” chart is noted but does not answer the question.

Please complete the following chart for the individual “other expenses” on Line D.9.
According to the revised Projected Data Chart, these are the expenses that total to
$385,742 in Year 1, $518,713 in Year 2, and $453,113 in Year 3:

PROJECTED DATA CHART-OTHER EXPENSES

OTHER EXPENSES CATEGORIES Year 1 Year 2 Year 3_
1. Contract Services 141,482 190,252 161,976
2. Marketing 7,657 10,296 8,765
3.  Laundry 94,642 127,267 108,344
4. Dietary 141,961 190,898 174,028
Total Other Expenses $385,742 $518,713 $453,113
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6. Section C, Economic Feasibility, Item 6.B.

Your response to this item is noted. Please review Page 24 of the 2012 Nursing
Home JAR for several Shelby County nursing homes and report their
Medicare/Skilled Care (Average Daily Charge).

Response: The Applicant reviewed all nursing homes in Shelby County, and selected each 4t
entry in order to arrive at “several” nursing homes, as follows:

Avg. Daily
Nursing Home Charge
Allen Morgan Health and Rehab. Cntr $251
Ashton Place Health and Rehab Cntr $450
Bright Glade Health and Rehab $496
Graceland Nursing Center $170
MidSouth Health and Rehab Cntr $435
Kindred Transitional Care & Rehab Cntr-Primacy $436
Signature Health of Memphis $190
The King's Daughters and Sons Home $230
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7. Section C, Orderly Development, Item 3

Your response to this item is noted. Are the expenses form (sic) the therapists and
coordinators noted in your response reflected in the Projected Data Chart?

Response: Yes.
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8. Section C, Orderly Development, Item 7

Your response to this item is noted. Please provide documentation from the
Department of Health signifying acceptance of the Plan of Correction.

Response: The documentation from the Department of Health signifying acceptance of the Plan
of Correction was submitted with the original application as Attachment C.OD.7.d. Another
copy of this attachment is attached. This letter is dated October 14, 2009.

Is there not more recent than 2009 documentation of a survey by either the
Department of Health or the Joint Commission.? (sic) If yes please provide this
documentation.

Response: The last survey by the Department of Health was September 22 — 24, 2009, as we
reported. We do not schedule these surveys.

The last survey by the Joint Commission was completed on March 19, 2011, as stated on our

certification. That certificate also states that the certification is good for 36 months. Our facility
will probably be surveyed by the Joint Commission in February or March, 2014.
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Give information for the last three (3) years for which complete data are availa%i‘e’?op e facility or agency.
The fiscal year begins in July (month).

Response: N/A, as a new unit.

2012 2011 2010
Utilization/Occupancy Rate 90,277 90,772 94,450
Revenue from Services to Patients
1. Inpatient Services 866,217 847,128 833,753
2. Outpatient Services 148,251 125,519 111,855
3. Emergency Services 203,953 157,181 140,071
4. Other Operating Revenue (Specity)
89,737 107,096 53,402
Gross Operating Revenue 1,308,158 1,236,923 1,139,081
Deductions from Operating Revenue
1. Contractual Adjustments 589,199 556,790 518,316
2. Provision for Charity Care 297,219 257,038 250,673
3. Provision for Bad Debt 87,459 85,606 105,585
Total Deductions 973,877 899,434 874,575
NET OPERATING REVENUE 334,281 337,488 264,506
Operating Expenses
1. Salaries and Wages 147,984 137,301 132,453
2. Physician’s Salaries and Wages 24,231 23,365 22,845
3. Supplies 52,985 49,878 47,149
4 . Taxes
5 . Depreciation 11,392 11,029 11,754
6. Rent
7. Interest, other than Capital 104 364
8. Management Fees:
a. Fees to Affiliates
b. Fees to Non-Affiliates
9. Other Expenses (Specify) 75,298 68,703 68,444
Total Operating Expenses 311,890 290,379 283,010
Other Revenue (Expenses)-Net (Specify) 28,793 27,324 24,035
NET OPERATING INCOME (LOSS) 51,184 74,433 5,532
Capital Expenditures
1. Retirement of Principal
2. Interest
Total Capital Expenditure 0 0 0
NET OPERATING INCOME (LOSS) LESSCAPITAL
EXPENDITURES 51,184 74,433 5,532
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December 30, 2013

Give information for the three (3) years following the completion of this projgégq'fen}iscal year begins in
July (month).

A. Utilization/Occupancy

B.

Revenue from Services to Patients
1. Inpatient Services

2. Outpatient Services

3. Emergency Services

4. Other Operating Revenue (Specify)

Gross Operating Revenue

Deductions from Operating Revenue
1. Contractual Adjustments

2. Provision for Charity Care

3. Provision for Bad Debt

Total Deductions

NET OPERATING REVENUE

Operating Expenses

1. Salaries and Wages

2.Physician’s Salaries and Wages (Contracted)
3. Supplies

Taxes

Depreciation

Rent

Interest, other than Capital
Management Fees:

a. Fees to Affiliates

b. Fees to Non-Affiliates
9. Other Expenses (Specify)Contract Services,
Marketing, Laundry, & Dietary

Total Operating Expenses

® N R

Other Revenue (Expenses)-Net (Specify)

NET OPERATING INCOME (LOSS)
Capital Expenditures

1. Retirement of Principal

2. Interest (on Letter of Credit)

Total Capital Expenditure

NET OPERATING INCOME (LOSS) LESS
CAPITAL EXPENDITURES

Yr-1 Yr-2 Yr-3
16 17 18

$1,268,398 $1,388,043 $1,512,565
$1,268,398 $1,388,043 $1,512,565
$38,051 $41,642 $45,379
$38,051 $41,642 $45,379
$1,230,347 $1,346,401 $1,467,186
$1,213,572 $1,345,212 $1,432,308
$24,996 $25,752 $26,520
$436,125 $477,251 $520,232
$30,000 $30,000 $30,000
$225,000 $231,756 $238,656
90,000 90,000 90,000
$385,742 $518,713 $453,113
$2,405,435 $2,718,684 $2,790,829
-$1,175,088 -$1,372,283 -$1,323,643
-$1,175,088 -$1,372,283 -$1,323,643
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STATE OF TENNESSEE

DEPARTWMENT OF HEALTH
WEST TENNESSEE HEALTH CARE FACILITIES
2075 ¢ HIGHWAY 45 BYPASS
JACKSON, TENNESSEE 38305

October 14, 2009

Mr: Claude Watts, Administrator
Regional Medical Center at Memphis
877 Jetlerson Avenue

Memphus, TN 38103

RE: Licensure Surveys
Dear Mr. Watts:

On September 24, 2009, licensure surveys were completed at your facility.
Your plans of correction for these surveys have been received and were found

to be acceptable.

Thank you for the consideration shown during this survey.

Sincerely,

slito DR IHUEY-
(,#.___ A \

l}
N

Celia Skelley, MSN, RN

Public Health Nurse Consultant 2
i

CES/TJW ~
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